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Summary

To understand how California’s public colleges and universities compare to other
institutions m terms of their instructional costs, in 1991 the Califorma Legislature
called on the California Postsecondary Education Commussion to analyze ‘“the total
costs to the state of the instructional mission in the three segments of public lhugher
education, in comparison, to the extent possible, with comparable public and pri-
vate institutions in California and nationally’’

The Commussion decided that to define the study narrowly in terms of focusing only
on the State’s costs associated with instruction would squander a valuable opportu-
nity to view the costs of California’s colleges and universities in the context of the
economucs of higher education nationally Thus it undertook a wide-ranging study
of State and institutional expenditures for instruction, using comparative data from
other states and institutions wherever possible It recognized that different defini-
tions of cost are useful for different purposes, and in light of these different purposes,
it decided to employ several of them 1n the study, without prejudice to any of them

This report constitutes the Comrmssion’s response to the Legislature Part One
summarizes the most important findings and definitions used in the study Part Two
explains the origins and background of the study and reports the average and mar-
ginal cost per-student appropnated by the State to support mstruction in the California
State University and the University of Califorma Part Three describes the
Commussion’s general approach to the study Parts Four and Five detail findings on
the per-student instructional expenditures for the Cahforua State University and
the University of Califorma, respectively, and compares those expenditures with
two sets of comparison institutions (1) universities used for faculty salary com-
parisons, and (2) a national group of universities who have institutional missions
similar to those of the University and State University Part Six traces changes in
State appropriations from 1989-90 (the most recent year for which expenditure
information needed in this study are available) through 1992-93 n order to under-
score the changes n State support for instruction over the past three years -- a ime
of severe revenue constraints for states resulting from national recessionary pres-
sures Part Seven describes planned next steps in the Commuission’s studies of
mstructional costs and nstitutional financing The appendices describe the origins
and methodology of the study

The Commission adopted this report at its meeting on Apnl 19, 1993, on recom-
mendation of its Fiscal Policy and Analysis Committee Additional copies of the
report may be obtained from the Commussion at 1303 J Street, Swite 500, Sacra-
mento, California 95814-2938
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“*Analyzing
nstructional costs

1n 1nstitutions as large
and diverse as
Califorma’s colleges
and universities does
not lend 1tself to simple
or singular answers '’

Overview of the Report: The
Economics of Higher Education

N ORDER to understand how California’s public colleges and universi-

ties compare to other institutions in terms of their instructional costs, the

California Legislature proposed Supplemental Language to the 1991-92
State Budget calling on the Califoria Postsecondary Education Commussion
to analyze ‘the total costs to the state of the instructional mission 1n the three
segments of public higher education, in comparison, to the extent possible,
with comparable public and private mstitutions in California and nationally”
(page 65 of Appendix A, below)

This legislative charge to the Commussion may seem somewhat straightfor-
ward and of only imited techmical interest, but in fact 1t 1s extremely complex
and significant for a wide range of policy 1ssues facing Califorma Analyzing
instructional costs 1n institutions as large and diverse as Califormia’s colleges
and universities does not lend itself to simple or singular answers Even defin-
ing what is meant by an institution’s ““instructional mussion,”’ let alone its *‘in-
structional costs™” raises a variety of strongly held opinions -- particularly be-
cause questions of instructional cost cannot help but involve the core activities
and the central economics of any academuc enterprise Not only institutional
budgets but institutional reputations are at stake -- affecting everything from
the prospects for future institutional funding to the career prospects of faculty
members and administrators

As a result, the Commussion has sought to approach this task with the com-
plexity and discretion 1t deserves

*+ It has consulted with all interested parties -- as it seeks to do n all of its
work -~ but at greater length than in virtually any other of 1ts previous
studies

¢ It early determuned that to define the study narrowly -- by focusing only on
the State’s costs associated with instruction -- ran the risk of not only over-
simplifying an inherently complex subject but also squandering 2 valuable
opportunity to view the costs of California’s colleges and universities in the
context of the economucs of higher education nationally

* It recognized that different definitions of cost are useful for different pur-
poses, and 1n light of these different purposes, it employs several of them in
this report, without prejudice to any of them



The analogous
economics

of higher education
and major-league
baseball

“*Because of the
complexity and somewhat
arcane nature of higher
education financing, the
Commussion believes 1t
useful to illustrate 1is
basic features by analogy

* Most importantly, it realized that the findings of the study are likely to
be seriously misused if they are musinterpreted, and for this reason it
attempts to explain as clearly as possible in the following pages both the
significance and the limitations of these findings

Because of the complexity and somewhat arcane nature of higher educa-
tion financing, the Commission believes 1t useful to dlustrate its basic fea-
tures by analogy, comparing higher education to another major enterprise
that enjoys both wide scrutiny and at least general public understanding of
its economic operation To this end, the Commussion has selected major-
league baseball ~ As with the question, ‘“What 1s the cost of college or
university instruction?’’ the answer to the question, *““What is the cost of
major-league baseball?’” depends entirely on who’s costs are at 1ssue -- for
example, those of the fans, the owners, the advertisers and other spon-
sors, and even the players Thus costs can differ widely depending on who
is asking the question and for what purposes the question 1s being asked

As an illustration, for baseball fans the direct cost of major-league baseball
can be seen as the ticket price, although fans may have numerous related
expenses beyond ticket price, such as parking and refreshments -- and even
some ndirect costs, such as lost earmings or sales because of attending the
game

On the other hand, advertisers and other sponsors -- the major revenue
source besides the fans for major-league baseball through television con-
tracts, stadium billboards, space ads in programs, product promotions, and
other means of attracting attention -- perceive the cost of baseball much
differently They ordinarily define this cost by the type and total volume of
advertising they choose to purchase or, in some cases, by the cost of an
individual advertisement

In other words, advertisers and other sponsors do not see the price of
attending a game as the ‘“cost of baseball,”” any more than most baseball
fans see advertising rates as the cost of the game Indeed, fans and adver-
tisers are generally interested in each others’ costs only insofar as they see
those costs as affecting therr own interests For example, 1f ticket prices
rise to the point that attendance begms to slip, advertisers become con-
cerned over the number of persons exposed to their ads and whether or not
their investment 1s realizing the return that they initially expected Like-
wise, 1f advertising revenues decline and team owners are forced to raise
ticket prices to make up the lost income, then baseball fans become in-
tensely interested -- even if they don’t generally link the nise in ticket prices
to dechning advertising revenue

Just as the perspective on the “‘cost of baseball’’ differs between fans and
sponsors, it also differs for team owners For them, the cost of baseball



*“Just as the major cost
center for baseball team
owners 1n ‘providing
baseball’ 15 the player
payroll, so 1n higher
education the major cost
center for mstitutions 1n
‘providing instrucuon’ 1s
faculty compensation *’

typically means all the expenditures needed to deliver the total basebail
product, regardless of whether the revenue to meet those costs derives
from ticket sales or advertising For planmng purposes, owners obviously
need a detailed understanding of past trends and likely prospects for each
of these revenue sources, but owners are not particularly interested in what
portion of their players’ salanes and their other costs are paid with adver-
tising as opposed to ticket sales, and it 1s not particularly useful for them to
organize their accounting procedures for tracking expenditures in terms of
these revenue sources

For team owners, the bottom line 1s obvious -- total revenue minus total
expenditures generates the operating profit or loss However, 1n the event
that advertising revenues decline or attendance begins to drop, team own-
ers must look at their internal cost profiles to see where economies of
operation can be made For baseball teams, the major cost center is the
player payroll, but numerous other costs are integral to delivering the base-
ball product, including among many others, stadium costs, utilities, equip-
ment, secunty, and administration By looking only at total expenses, owners
hmit their ability to isolate and examine the effect that these components of
the budget have on the bottom line  Moreover, by looking only at player
payroll, they muss opportunities to identify other, albeit more limited, cost
savings 1n their total budget

As with baseball, so with higher education Similar relationships exist be-
tween baseball fans and students, between team sponsors and state and
federal government, and between the owners of baseball teams and nstitu-
tional policy makers -- trustees, administrators, and faculty governing bod-
ies

For instance, students and state governments are understandably interested
in the particular purposes to which their moneys are put, but for colleges
and universities themselves, tracking how they spend specific dollars from
these specific revenue sources has limited utility and involves high admin-
1strative costs In this report, the Commussion notes costs to students and
to the State of Califorma for providing instruction through public colleges
and universities, but 1t pays particular attention to the costs incurred by
these institutions themselves for providing instruction As with baseball
teams, these institutional costs, as funded from all revenue sources, are
different than either the State’s costs for supporting instruction or the stu-
dents’ costs of attendance

Just as the major cost center for baseball team owners 1n *“providing base-
ball’ 1s the player payroll, so n lugher education the major cost center for
institutions in “‘providing mstruction” 1s faculty compensation But by
looking only at faculty compensation, nstitutional policy makers may fail
to recognize and consider cost areas i other portions of the budget And
without looking at what faculty compensation actually underwntes, insti-

3



**given the vaned
questions that anse --
whether 1n baseball

or higher education --
multiple measures of cost
are required 1f decision
makers are to have all the
nformatton they need

to cope with the dual
problems of lower
attendance and dechiung
revenue

tutions may miss possible ways to accomplish their mission while contain-
ing costs

In addition, parallels may be drawn between baseball teams and academic
institutions in terms of their costs related to their overall operations Thus
it may not stretch the analogy too much to compare the financing of a
baseball team’s minor-league system with the research activities carried
out by universities where research i1s a major mission Just as a franchise’s
minor-league teams represent a long-term investment i developing future
major-league talent, university research activities represent a long-term
investment in creating new knowledge and developing the next generation
of faculty  Certainly minor-league expenses should not be immune from
scrutiny where savings are possible that do not threaten the long-term health
of the franchise Yet the scope of these minor-league operations may be of
such a scale -- as are research activities in public research umversities --
that their inclusion would obscure development of a thorough understand-
ing of the more narrow question of the direct cost of operating the major-
league team In addition, if munor-league costs vary widely between dif-
ferent teams -- as research expenses do between research umversities --
then their inclusion could make comparisons of the day-to-day operating
costs between different major-league teams meaningless

Similarly, many baseball teams are involved m extensive philanthropic work
in thewr communities, not unlike the public service activities carried on by
colleges and universities  But team owners must be willing to identify
these activities and separate their costs, 1f possible, from those related to
the direct *‘cost of baseball,” particularly if it 1s necessary to identify po-
tential cost-containment strategies for the team

Thus, 1f a major-league team needs a better understanding of the costs
associated with 1ts day-to-day operations, it may appropnately exclude
those expenses related to its minor-league operations and its philanthropic
activities, even though those expenses may be essential to the long-term
health of the team and major-league baseball in general Similarly, the
Commission has approached its study of the costs of the ‘“instructional
mussion”” 1n Califorma’s public colleges and umversities by excluding ex-
penditures for research and public service activities from institutions’ in-
structional costs where expenditures for these services can be seen as largely
unrelated to costs for the specific instruction of students

In summary, given the varied questions that arise -- whether 1n baseball or
higher education -- multiple measures of cost are required if decision mak-
ers are to have all the information they need to cope with the dual prob-
lems of lower attendance and declining revenue The costs to both fans/
students and sponsors/government have to be defined and examined with
respect to their effect on attendance/enrollment, as well as the total rev-
enue base they provide in the effort to field a winning team/produce well-



Students’ costs
of instruction

“‘Grven the fiscal cnisis
currently plaguing
Califormia, the
Commussion has found it
necessary  to look at
instructional expenses
incurred at the student,
State, and 1nstitutional
levels ™’

The State’s cost
of instruction

educated graduates through high-quality instruction Moreover, while si-
multaneously excluding those expenses that are not directly related to the
analytic question at hand, the cost profile of teams/institutions must be
carefully developed, isolating major cost centers such as player/faculty pay-
roll, then layering on additional expenses related to operating the fran-
chise/institution

Given the fiscal crisis currently plaguing Cahfornia, the Commussion has
found it necessary 1n this study to look at instructional expenses incurred at
the student, State, and institutional levels In terms of ‘“direct cost to the
student’ -- a subject on which the Comnussion has commented exten-
stvely elsewhere -- for 1992-93, California’s public colleges and universi-
ties are charging these mandatory fees

System _or_Institution Resident Students Out-of-State Students
Umniversity of Califorma $3,044 for undergraduates,  $10,743 for undergraduates,
(an average of the eight including a $2,824 wmncluding $7.699 mn twition
general campuses) systemwide fee
The Califorma State 31,456 for undergraduates,  $8,856 for undergraduates,
Umiversity (an average including a $1,308 mncludimg $7,414 m twtion
of the 20 campuses) systemwide fee
Califormia $10 per unat for students Varies by distoact
Commuiuty without a bachelor’s
Colleges degree, but $50 per

uiut for those with one
Califorma Manitime Academy $£1,300 $4,000
Hasting College of the Law 33,420 311,119

Clearly these student fees do not cover students’ total costs of attendance,
which include books, other supplies, transportation, and living expenses
(Data on those costs for 1991-92 will shortly be available from the Student
Expenses and Resources Survey of the Cahforma Student Aid Commus-
ston ) Not included in any of these calculations are the ‘*opportunity costs’
of students -- their forgone income by attending college rather than work-

ng

Concerning costs to the State of California for instruction m higher educa-
tion, the Postsecondary Education Commission has published a detailed
description of the budgeting processes used by the State for higher educa-
tion (March 1992) that explains how the State approaches funding for each
of California’s three major public higher education systems -- the Califor-
nia Community Colleges, the California State Umversity, and the Umiver-
sity of California -- but in brief those different approaches have these three
common elements



*“the cost to the State

for financing additional
enrollment on the margn
(the State’s ““marginal
cost™’) 1s substantially
lower than the ‘‘average™’
cost per student funded
by the State for a campus
or a system as a whole "’

1 Each year at the beginning of the State budget cycle, policy makers in
the executive branch of government examine the system’s previous year
State General Fund appropriation -- considered its ‘‘base budget’ --
and through a variety of ways, depending on the system, proceed to make
decisions regarding appropriate adjustments to that base budget These
adjustments are generally based on factors such as general inflation, salary
cost-of-living adjustments, and merit salary adjustments  As the past
several years have demonstrated, in the event of State budget deficits,
policy makers can also make decisions to adjust a system’s base budget
downward, either on an across-the-board basis or n specific budget cat-
egories

2 After making adjustments to the base budget, State policy makers as-
sess likely additional enrollment for the system in the coming budget
year and then calculate, based upon previously agreed-to formulae, the
additional State funds that will be necessary to accommodate the pro-
jected enrollment increase

3 Traditionally, no system has received State approprations for enroll-
ment increases that are equal to the average per-student appropriation
provided for its current enrollment, as funded m 1its base budget The
State provides fewer funds per full-ime-equivalent student for enroll-
ment increases than it provides on a per-full-time-equivalent-student basis
1n the base budget because 1t assumes that the systems experience
““economues of scale’ for additional enrollment The principle of econo-
mies of scale applies in higher education as follows When a campus is
small, per-student costs are very high because certain fixed costs must
be spread over fewer students However as the campus grows, these
costs can be spread over an increasing enrollment base, thus allowing it
to accommodate additional students at lower cost as it expands Thus,
the cost to the State for financing additional enrollment on the margin
(the State’s *“marginal cost’’) 1s substantially lower than the “average’
cost per student funded by the State for a campus or a system as a whole

The State’s average cost of instruction

California’s average cost per full-time-equivalent student in each system
can be seen in its simplest form as total State General Fund appropriations
to the system, divided by total full-time-equivalent enrollment However,
because the State provides funds for each of the systems to finance activi-
ties that are unrelated to instructional activities, to calculate the costs of
each system’s instructional mussion, 1t 1s necessary to examine the compo-
nents of each systems’ total General Fund appropriation i order to isolate
only those funds related to financing that mission The specific methodol-
ogy employed to 1dentify these instructionally related appropnations are
outlined 1n Appendix B, but the results of this analysis for the State’s three



Institutional expenses
for instruction

“rather than relying on
only one measure of
institutional expenditures
for 1nstruction, the
Commnussion has
calculated four of them
{1) Direct Instructional
Expenditures,

(2) Reported Instructional
Expenditures,

(3) Adjusted Instructional
Mission Expenditures,
and (4) General
Operations Expenditures ™

systems of higher education dunng 1991-92 are displayed here

University of Califormia $8,911
The Califormia State University $6,037
Califorma Community Colleges $2,989

(The $8,911 figure for the University of California does not include expen-
ditures for health sciences mstruction, the University’s teaching hospitals,
organized research, or separately funded public service The $2,989 figure
for the Cahfornia Community Colleges includes local property tax rev-
enues of $844 per student )

The State’s marginal cost per student

The State’s marginal cost per student for each of Califormia’s three sys-
tems can be seen as the appropriation it routinely receives for each addi-
tional full-time-equivalent student that 1t enrolls The specific formulae
employed for calculating these margnal costs are quite different for each
system, and their products are the actual appropnations per full-time-equiva-
lent student provided to each system by the State for enrollment growth

As noted 1n the analogy with baseball on pages 2-3 above, an mstitution’s
total expenditures for instruction differ from the State’s instructional costs
because they reflect all funds expended by the institution to finance its
mstructional mssion, regardless of revenue source, whereas the State’s
cost represents only those funds that the State appropnates to subsidize
accomplishment of the institution’s mstructional mission

For this report, rather than relying on only one measure of institutional
expenditures for instruction, the Commussion has calculated four of them,
each 1n terms of expenses per full-time-equivalent student (1) Direct In-
structional Expenditures, (2) Reported Instructional Expenditures, (3) Ad-
Justed Instructional Mission Expenditures, and (4) General Operations Ex-
penditures In the following paragraphs, the Comnussion defines each of
these measures and highlights the differences among them with brief analo-
gies of major-league owners’ expenses 1n fielding their teams

Direct Instructional Expenditures

This per-student figure includes faculty compensation and related depart-
mental support funds that are specifically devoted to accomplishing an
institution’s instructional mission It represents an effort to identify the
direct and specific mstructional costs borne by an institution n carrying
out its instructional mission It seeks to focus on an institution’s single
largest cost center (faculty compensation and departmental support) and
identify those expenditures that are directly related to dehiverning or sup-
porting the instructional activities of academic institutions



““faculty time-use studies
at both the University of
Califorma and other
major research
universitics nationally
indicate that their faculty
spend an average of 54 3
percent on instructional
or related activities and
the remaining 45 7
percent on research and
public service activities
that are non-
mstructionally related *”

In terms of baseball, Direct Instructional Expenditures are equivalent to
team owners’ expenses for the players’ playing or preparing to play major-
league ball, plus any narrowly defined support services for them To the
extent that players’ contracts also provide for minor-league time, commu-
nity service, or other activities unrelated to actually playing or preparing to
play major-league baseball, this compensation would be deducted to 1so-
late the team owners’ *“direct cost™ of major-league baseball

The missions of both the Califorma Commumnity Colleges and the Cahfor-
ma State University provide that almost all faculty time be devoted to the
direct or indirect support of the instructional mussion of these institutions
For example, even though faculty members at the State University engage
in research, California’s Master Plan for Higher Education defines the State
University as the State’s primary teaching university and explicitly prohib-
its 1t from compensating them for pursuing research activities unrelated to
its structional mission

This 1s not true, however, for the Umversity of Califorma, which the Mas-
ter Plan defines as the State’s major research entity and which requires that
its faculty undertake significant research activities, whether or not they are
directly related to their teaching responsibilities  After extensive consulta-
tion with representatives of the University, the Commusston has agreed to
base its calculation of the University’s Direct Instructional Expenditures
on the University’s estimate of the allocation of total faculty workload
between faculty members’ instructional and non-instructional duties at the
Unuversity and other major research universities nationally  Specifically,
faculty time-use studies at both the University of California and other ma-
Jor research universities nationally indicate that their faculty spend an aver-
age of 54 3 percent on nstructional or related activities and the remaining
45 7 percent on research and public service activities that are non-instruc-
tionally related For these umversities, Direct Instructional Expenditures
thus represents the Commission’s best estimate of their per-student expen-
ditures directly related to instruction

Reported Instructional Expenditures

This estimate is named ‘‘Reported Instructional Expenditures’ because it
represents the expenditure figures that institutions report to the federal
government for instruction, as the government defines ‘‘instruction’” --
including ‘‘expenditures for departmental research and public service that
are not separately budgeted ™’

Analytically for this study, the single difference between Reported Instruc-
tional Expenditures and Direct Instructional Expenditures 1s that for re-
search-oriented universities Reported Instructional Expenditures includes
all compensation for instructional faculty, even if their specific job respon-
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sibilities include a significant amount of actmity in work unrelated to in-
struction In baseball parlance, it would include a/ player payroll and
related player services

For the California Community Colleges and the California State Univer-
sity, Reported Instructional Expenditures 1s the same as Direct Instruc-
tional Expenditures because their faculty are not permitted under the Mas-
ter Plan to pursue research activities unrelated to 1ts instructional mission
For research umversities like the University of California, however, a con-
siderable difference exists between the two figures because they commonly
expect their faculty to devote a substantial amount of time to research and
public service activities, some of which may not directly support their teach-
ing actrvities  As a matter of practice, research umversities almost always
list research and public service activities as significant responsibilities, along
with instruction, in their job descniptions for new ladder-rank faculty Thus,
while a portion of the compensation they provide faculty members may not
be defined as an “‘instructional cost™ per se, the category of Reported
Instructional Expenditures recognizes that, given the current faculty em-
ployment practices of these institutions, these non-instructional expenses
are still an unavoidable part of the cost of carrying out their instructional
mission

Adyusted Instructional Mission Expenditures

This category of expense seeks to identify both the expenses directly re-
lated to carrying out the instructional mission as well as funds devoted to
necessary support of that mission It takes Direct Instructional Expendi-
tures as 1ts base and adds the expenses for other institutional activities that
are integral to accomplishing the instructional mussion of American col-
leges and umversities -- student services, libraries, academic admunistra-
tion, general nstitutional administration, and maintenance and operation
of the physical plant Like Direct Instructional Expenditures, which aims
to exclude all non-instructionally related faculty compensation, Adjusted
Instructional Mission Expenditures seeks to exclude expenditures for sepa-
rately funded research, separately funded public service, and compensated
faculty time and related support that are devoted to these non-instructional
activities

The baseball equivalent of this measure includes the player payroll and
player services related to the game as well as those costs associated with
prepaning for and playing the baseball season, such as stadium expenses,
utilities, transportation, umforms, and admimstration directly related to
the games -- but 1t excludes the overhead and admnistrative costs related
to the non-mayor-league portion of a team’s budget, such as minor-league
operations and community services
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General Operations Expenditures

The difference between this estimate of expenses and Adjusted Instruc-
tional Mission Expenditures is identical to the difference between Reported
Instructional Expenditures and Direct Instructional Expenditures  As 1ts
base, this estimate uses Reported Instructional Expendttures -- all faculty
compensation and related direct support, including faculty compensation
for non-nstructional activities -- and adds expenditures for the same addi-
tional support activities included i Adjusted Instructional Mission Expen-
ditures student services, libraries, acaderic admunistration, general insti-
tutional admunistration, and physical plant maintenance and operation It
excludes expenditures 1n these support categories that are related to sepa-
rately funded research and public service, but it includes those expendi-
tures that support the non-instructional faculty activities included as Re-
ported Instructional Expenditures

For the Califorma Commumty Colleges and the Califorma State Univer-
sity, General Operations Expenditures are the same as Adjusted Instruc-
tional Mission Expenditures, for the same reason that Direct Instructional
Expenditures are the same as Reported Instructional Expenditures For
the Umiversity of California and other research universities, however, Gen-
eral Operations Expenditures include compensation and related support
for non-nstructional faculty activities that Adjusted Instructional Mission
Expenditures exclude as non-instructional The reason is that for research
universities, these costs represent unavoidable faculty expenses because of
the multiple job responsibilities of instruction, research, and public service
that they expect nearly all of their general instructional faculty to under-
take

The baseball equivalent of this cost estimate includes the entire player pay-
roll and related player services, as does Reported Instructional Expendi-
tures But like Adjusted Instructional Mission Expenditures, 1t also covers
additional expenses such as stadium costs, utilities, and uniforms  In addi-
tion, where costs i such areas as administration can be apportioned be-
tween direct game-related and non-game-related areas, it include both types
of cost, even though -- like all three other measures -- 1t excludes any
separately budgeted cost of minor-league and community service activi-
ties

The Comnussion presents these four instructional expenditure estimates
not to confuse the 1ssue of instructional costs but to address at least some
of the complexity inherent in analyzing the expenditures of institutions of
such size and diversity as colleges and universtties

Clearly the question, ““What 15 the cost of nstruction n higher educa-
tion?”’” can be answered accurately, but to do so requires that 1t be an-
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swered 1n relevant ways, depending on the specific intent of the persons
asking the question and the analytic or policy 1ssue they raise Therefore
the Commussion has opted for developing these multiple cost measures
based on the assumptions that more information 1s better than less and that
no one’s interests will be served by myopically focusing on any one mea-
sure as ‘‘the cost of mstruction ” The fiscal challenges currently facing
higher education require enough depth and subtlety of understanding that
the Commussion would be remuss if it did not seek to reflect 1n studies such
as this some of the scope and complexity inherent 1n the economucs of
higher education Singular defimtions and simple numbers do not suffice
n describing the spending patterns of academic institutions

¢ In brief, the Commussion has concluded that Direct Instructional Expen-
ditures best indicate the amount of money that institutions spend spe-
cifically to teach their students, mcluding departmental support of this
teaching

* Reported Instructional Expenditures best indicate the fotal amount in-
stitutions spend to pay and support thewr teaching faculty, apart from
any separately funded research or public service

* Adjusted Instructional Mission Expenditures best indicate the amount
mstiuutions spend o carry out and support teaching -- including ind-
rect costs ranging from sweeping the classroom floors and heating or
cooling mstructional burldings to mamiaining reserve textbook collec-
tions 1n the hibrary and administering academic departments.

* Finally, General Operations Expenditures best indicate the total amount
institutions spend o suppori all of their activities except for separately
Junded research, public service, overhead related 1o these two activi-
ties, and self-supporied operations such as rurmng parking garages
and operating student housing

While the Commission believes that each individual cost estimate presented
in the following pages 1s useful for some specific purpose, the same esti-
mate may also be irrelevant and dangerously misleading for others

In particular, if readers do not understand the distinctions between these
four institutional expenditure categones, they are likely to make uninformed
comparisons between the California State Unrversity and research univer-
sittes such as the Umversity of California, including the inappropnate con-
clusion that -- based on Direct Instructional Expenditures or Adjusted In-
structional Mission Expenditures -- per-student instructional expenditures
at the State University are higher than those at the University

This conclusion would be false because none of the four institutional ex-
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penditure categones represent the amount of per-student support provided
by the State of California to its public universities for carrying out their
instructional activities Rather, these categories represent funds devoted
by the umversities themselves to carry out their mstructional activities as
defined under the Master Plan Since the methodology that the Commus-
sion has employed for estimating Direct Instructional Expenditures and
Adjusted Instructional Mission Expenditures results in research universi-
ties having significant funds reallocated from instructional categories to
research and public service, these adjustments serve to close the instruc-
tional expenditure gap between research universities and comprehensive
nstitutions such as the California State University Whle these cost esti-
mates accurately reflect the actual resources devoted by each type of insti-
tution to carry out its instructional activities, they do not reflect the fact
that for research universities the excluded non-instructional expenditures
are still an unavoidable expense in carrying out the instructional compo-
nent of their multiple missions

While states provide the majority of the funds to public institutions that are
accounted for under both Direct Instructional and Adjusted Instructional
Mission Expenditures, they must also provide significant additional funds
to finance the added research and public service missions undertaken by
research universities The magnitude of the additional state support re-
quired 1n Califorma to finance the broader missions of the University of
Califorma than the California State University can be seen in the estimates
of the State’s average and marginal per-student costs listed on pages 5 and
6 above

Because of the potential dangers of misusing the data in this report, the
Commission asks readers that before making narrow policy judgments about
specific expenditure estimates or institutional comparisons contained in
the document, they read the report in its entirety, including especially the
methodology described m Part Three and Appendix B and the Commission’s
plans for future related studies outhined in Part Seven

As called for n the Supplemental Language that led to this report, the
Commussion has been able to calculate the total cost of the ““instructional
mission in the three segments of public higher education, in comparison, to
the extent possible, with comparable public and private institutions in Cali-
forma and nationally,” but 1t has been able to do so only for stitutional
expenditures and not for State expenditures The reason is that reliable
national data are not available for comparing state appropriations for n-
struction on an institution-by-institution basis among the states As noted
earlier, colleges and umversities ordinarily do not track the expenditure of
spectfic dollars in terms of the revenue source that generated these funds

This fact makes it impractical to 15olate the amount of state revenues de-
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voted to instructional activities on individual campuses based on stitu-
tional data Compounding this difficulty 1s lack of uniformity n both the
definitions and categories that different states use 1n their budgets to ap-
propnate funds to their public colleges and universities This means that,
like the avarlable institutional data, budget data from the states are not
useful for deniving accurate estimates of the states’ cost of providing in-
struction

Nonetheless, for two reasons the Commussion has been able to provide
national comparisons of the mstriutional expenditures for instruction of
the Califorma State Umversity and the University of Cahforma (1) All
American colleges and universities are required to report expenditure in-
formation consistently and uniformly to the federal government through its
Integrated Postsecondary Education Data System (IPEDS), and (2) Data
are available on California’s two public universities and comparable insti-
tutions for a relatively recent year -- 1989-90

However, the Commission has been unable to undertake this national com-
parative analysis for the Califorma Commumity Colleges both because many
community colleges had not yet reported comprehensive 1989-90 expen-
diture iformation by the time the Commussion undertook the study, and
the Commission lacked staff resources to gather these data independent of
IPEDS

For these reasons, the following paragraphs report State appropnations
for carrying out the instructional missions of all three systems, without
national compansons, and they also report mstitutional expenditures in
national context of the California State University and the University of
Calfornia for carrying out their instructional mussions

As noted on page 6, the Commussion has calculated that for 1991-92 the
State and local governments provided $2,989 to the Calfornia Community
Colleges for each full-time-equivalent student, with total revenues for the
system of $3,178 per student, as follows (1992a, p 8)

State General Fund and Local Property Tax Revenue ~ $2,989

Lottery Revenue 39
Student Fee Revenue 100
Total Average Revenue $3,178

For 1991-92, the State provided $6,037 through General Fund support for
each full-time-equivalent student at the Califorma State Umiversity, con-
tributing to total per-student revenues of $7,551 as follows

13
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State General Fund $£6,037
Student Fee Revenue 1,129

Lottery Revenue 100

Other Revenue Sources (non-resident
turtion, application fees, overhead

from grants and contracts, etc ) 285
Total Average Revenue $7.551

State University expenditures for instruction

Part Four of this report presents the Commussion’s detailed findings about
the State University’s expenses for fulfilling its instructional mission, 1n-
cluding campus-by-campus and institution-by-nstitution comparisons, but
the following paragraphs summarize the highlights of those findings

In 1989-90 -- the latest year for which comparative data are available --
the State University’s Reported and Direct Instructional Expenditures per
full-time-equivalent student were $4,538 These two expenditure figures
are identical because, unlike the mussion of the University of California and
some of the State University’s faculty-salary comparnison institutions, the
mission of the State University requires that its faculty’s research and other
activities all support 1ts instructional mission Thus the Commission has
not adjusted the State University’s Reported Instructional Expenditures
downward for Direct Instructional Expenditures to discount faculty com-
pensation for departmental research and public service, as 1t has for the
Unuversity of Califorma and six of the State University’s 20 comparison
institutions that have research mussions sumilar to the University

By adding appropriately adjusted expenditures for student services, aca-
demic support, institutional support, and maintenance and operation of
plant, to the State Umiversity’s Reported and Direct Instructional Expen-
ditures for 1989-90, the Commussion calculates that its Adjusted Instruc-
tonal Mission and General Operations Expenditures for that year aver-
aged $7,386 per student

Instructional expenditures of the State University
compared o those of its faculty-salary comparison institutions

In 1989-90, the State Umversity’s Direct Instructional Expenditures were
18 7 percent higher than those at the average of the 19 of its 20 faculty-
salary comparison institutions for which comprehensive expenditure data
ewst, while its Reported Instructional Expenditures were 9 8 percent lower
This apparent disparity 1s entirely the result of adjustments that the Com-
mission made in the Direct Instructional Expenditures of the six research-
oniented institutions 1n the faculty-salary companson group



Companing the State University’s expenditures to those of the five inde-
pendent institutions n 1ts faculty-salary companson group, the State Um-
versity had Direct Instructional Expenditures that were 22 2 percent lower
and Reported Instructional Expenditures that were 45 4 percent lower
However, the State University’s position was reversed in terms of the 14
public institutions in its comparison group, with its Direct Instructional
Expenditures 32 6 percent higher and its Reported Instructional Expendi-
tures 3 6 percent higher

Simular relationships exist in comparing the State University’s Adjusted
Instructional Mission Expenditures and General Operations Expenditures
with those of the 19 mstitutions 1n 1ts faculty-salary comparison group Its
Adjusted Instructional Mission Expenditures were 4 8 percent higher than
the average of the overall group, while its General Operations Expendi-
tures were 15 7 percent lower

In companng the State University’s Adjusted Instructional Mission Ex-
penditures with those of only its five independent faculty-salary compari-
son institutions, 1ts Adjusted Instructional Mission Expenditures were 34 9
percent lower than their average, and its Genera! Operations Expenditures
were fully 49 8 percent lower Tlhus relationship 1s mixed when comparing
the State University’s expenses 1n these categories to those of its public
faculty-salary companson institutions, with its Adjusted Instructional Mis-
sion Expenditures 19 3 percent hugher than their average but its General
Operations Expenditures 2 5 percent lower

Instructional expendrtures of the State University compared
to those of a sample of state umversities with similar nmissions

To fulfill its mandate under the Legislature’s Supplemental Language that
called for this report, the Commussion has compared the State University’s
instructional costs not only with its group of faculty-salary comparison
institutions (some of which are more research-onented than the Master
Plan permits the State University to be) but also with a cross-section in 12
other major industnal states of 112 public universities with missions simi-
lar to that of the State University As Part Three of this report explains, 1n
selecting those comparison umversities for this analysis, the Commission
chose only those public institutions defined by the Carnegie Commission
on Higher Education as ““Comprehensive 1°* institutions -- as are all of the
State University’s 20 campuses -- although the complexity and scope of
faculty activities at several State University campuses are more extensive
than those at many Comprehensive 1 institutions in other states

Because none of those institutions are research universities, the Commis-
sion has not had to adjust any of their Reported Instructional Expenditures
downward to account for faculty research activities unrelated to instruc-
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tion In other words, for each mnstitution 1n this *“similar mission’” com-
panison group, Reported Instructional Expenditures equal Direct Instruc-
tional Expenditures, and Adjusted Instructional Mission Expenditures equal
General Operations Expenditures

Overall, for 1989-90 the State University’s instructional expenditures were
somewhat above the average of institutions in the 12 states in this sample,
both in terms of Direct or Reported Instructional Expenditures, as well as
for Adjusted Instructional Mission and General Operations Expenditures
Specifically, in terms of Direct or Reported Instructional Expenditures,
the State University ranked second -- behind North Carolina -- among all
13 states including Califorma, with expenses 25 6 percent above the aver-
age of the dozen other states In terms of Adjusted Instructional Mission
or General Operations Expenditures, it ranked sixth, and its expenses were
10 7 percent above the average of those states

In 1991-92, the State provided $8,911 in instructionally related General
Fund support for each full-time-equivalent student not enrolled in the health
sciences at the Umiversity of Califorma  Total instructionally related per-
student revenues for the University’s eight general campuses were $12,168,
as follows

State General Fund $8.911
Student Fee Revenue 2,159
Lottery Revenue 95
General University Funds (includes

non-resident tuition, application fees,

overhead from grants and contracts, etc ) 1.003
Total Average Revenue $12,168

University expenditures for instruction

Part Five of this report presents campus-by-campus figures as of 1989-90
for the Umversity as well as figures for its several comparison institutions,
but the following paragraphs summanze the ghlights of those data

For 1989-90, the Umversity’s Reported Instructional Expenditures aver-
aged 38,647 per full-time-equivalent student except for those at the San
Francisco campus (The Commission has excluded the San Francisco cam-
pus from this and other related calculations because that campus focuses
specifically on graduate health sciences ) Based on the University’s esti-
mate that 45 7 percent of'its faculty workload can be attributed to research
and public service activities unrelated to instruction, the Commission esti-
mates the University’s Direct Instructional Expenditures as $4,695 per stu-
dent at its eight general campuses On the basis of these figures, the Com-
mission further estimates that the Umversity’s Adjusted Instructional Mis-



sion Expenditures averaged 38,489 and that its General Operations Ex-
penditures averaged $13,989 for those campuses

Instructional costs of the University
and its faculty-salary comparison institutions

In 1989-90, the University’s Reported and Direct Instructional Expendi-
tures were both 14 6 percent lower than similar expenses for the average
of its eight-university faculty-salary comparison group When compared
to only the four independent unmiversities in this group -- Harvard, MIT,
Stanford, and Yale -- 1ts expenses were 50 8 percent lower than their aver-
age When compared to the four public institutions in the group -- the
State University of New York, Buffalo, and the Umversities of Illinois
(Urbana-Champaign), Michigan (Ann Arbor), and Virgima (Charlottesville)
-- 1ts expenses were 28 0 percent higher

Simular relationships exist between the University’s Adjusted Instructional
Mission Expenditures and General Operations Expenditures and those of
its faculty-salary comparison group In these cases, 1ts expenditures were
8 0and 11 3 percent below the average for the overall group, respectively

Simular to the Reported and Direct Instructional Expenditure figures, the
University’s Adjusted Instructional Mission Expenditures were 48 6 per-
cent below the average of the four independent institutions, and its Gen-
eral Operations Expenditures were 50 4 percent below Conversely, com-
pared to the four public institutions, 1ts expenditures were 42 9 percent
higher (Adjusted Instructional Mission Expenditures) and 36 5 percent
higher (General Operations Expenditures)

Instructional expendrtures of the Umversity compared
to a national sample of research-oriented umversities

For a broader sample of institutions than the University’s eight faculty-
salary companson universities, the Commission gathered instructional ex-
penditure data from a nationwide group of 60 major public and indepen-
dent universities that were classified by the Carnegie Commission on Higher
Education as particularly research oriented (‘‘Research 1°’) Overall, the
Umiversity had Direct and Reported Instructional Expenditures 7 6 per-
cent above the average of this group as a whole Tts Adjusted Instructional
Mission Expenditures were 15 5 percent higher, and its General Opera-
tions Expenditures were 18 9 percent higher

Comparing the University separately agamst the public and the indepen-
dent universities 1n this national sample reveals somewhat similar relation-
ships to those seen with the University’s faculty-salary comparison institu-
tions The University’s expenses were significantly lower than those for
the average of the 22 independent universities in the sample but somewhat
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above those for the 38 public universities Specifically, compared to the
average of the independent 1nstitutions, its Direct and Reported Instruc-
tional Expenditures were 42 4 percent less, its Adjusted Instructional Mis-
sion Expenditures 44 3 percent less, and 1ts General Operations Expendi-
tures 36 7 percent less In contrast, its Direct and Reported Instructional
Expenditures were 40 5 percent higher than the average of the public insti-
tutions, while its Adjusted Instructional Mission and General Operations
Expenditures were 62 7 percent and 56 1 percent higher, respectively

The Commussion has not prepared this report with the intent that its sole
purpose is to answer any single policy question or serve as the basis for
one particular policy decision Instead, the Commussion has sought to
make this study useful as a building block in facilitating the development of
long-term strategies for the State to use in confronting the challenges fac-
ing California ugher education Rather than seemg this report as the final
word on institutional and State instructional costs in Califorma’s colleges
and untversities, the Commussion views it as one systematic step forward
1n a series of continuing policy analyses in a wide variety of related areas

Among the next steps in this series are these four

¢ One 1s simply to refine and extend over time the analysis of institu-
tional expenditures for instruction 1in California public higher educa-
tion that 1t has begun in this report Because of hmited resources, the
Commussion was able to make compansons 1n this study only for 1989-
90 -- the most recent year for which institutional expenditure data were
available In the future, it anticipates examining changes in these ex-
penditure patterns as more recent data become available

*+ A second step is to integrate more closely the Commission’s analyses
of expenditure trends with those of revenue trends Institutional costs
are not incurred n a vacuum -- they are almost entirely dependent on
the availability of revenues Thus as the Commussion begins to exam-
ine changes in expenditures over time, 1t will be essential to know how
increases or decreases in available revenues affect these observed spend-
ing changes -- particularly i light of likely unrelenting revenue shortfalls
for California higher education over the next several years

+ Third, the Commussion hopes to integrate these revenue and expendi-
ture analyses with long-range enrollment projections By tying revenue
forecasts to enrollment projections, it should be possible to estimate
how the future availability of funds is likely to translate on the expendi-
ture side of the budget on a per-student basis This integration of
revenue, expenditure, and enrollment projections could be valuable at
the State, system, and campus levels as a means to develop contingency
plans for coping simuitaneously with both increasing enrollment de-
mand and multi-year budget shortfalls



*+ Fourth and finally, the Commission seeks to work cooperatively with
the systems in analyzing with more detail the factors that determine the
cost of mstruction If the only 1ssue requiring analysis were to project
the revenue levels necessary to accommodate enrollment growth based
on historic per-student expenditure levels, the information from the pre-
viously suggested areas of inquiry would be adequate But the
Commission senses general agreement in the educational community as
well as in government that *“business as usual”” will not suffice for higher
education in this difficult fiscal climate

Because of the likelihood of future chronic limitations in available revenue,
the search for alternatives to ‘*business-as-usual™ necessarily includes iden-
tufying how per-student expenditures might be reduced without endangering
institutional quality The only way to identify options for changing per-
student expenditure levels, independent of their historic relationship to
available revenues, 18 to go beyond analyses of the nteraction between
revenues and expenses to the question of what these expenditures actually
buy

It may be obvious, but there 1s only one way to fully understand why colle-
glate instruction costs what it does -- by defining with some precision how
these funds are actually spent If State resources and student fees cannot
underwnite all desirable instructional possibilities, then an analysis of the
specific cost centers that comprise overall institutional costs will be central
to providing policy makers with guidance both as to the limuts of potential
reductions, given the State’s commitment to educational quality, as well as
how less-essential expenditures might be most responsibly contained In
Part Seven of this report, the Commission explains this thesis in greater
detail and outlines its plans for those analyses

19



2

““Without significant
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spirahng cosis 1n some
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Clearly these trends
cannot continue unabated
throughout the "90s
without disastrous
consequences for ugher
education”’

Background on the Study and
the State’s Cost of Instruction

HE RECENTLY enacted 1992-93 Califorma State Budget con-

tained virtually no good news for California’s two public university

systems State funding for the Untversity of California and the Cali-
fornia State University was reduced $347 mullion below 1991-92 funding
levels This reduction was particularly sigificant, coming as 1t did on the
heels of the deep cuts that were exacted in 1991-92

The Commission has pointed out elsewhere that California’s public univer-
sity systems do not enjoy the statutory or constitutional funding protec-
tions that are afforded to most other State programs (California Postsec-
ondary Education Commission, 1990, 1991, 1992b) Thus lack of protec-
tion means that higher education 1s especially vulnerable to budget reduc-
tions as a result of both one-time and chronic State budget deficits This
was particularly apparent in the 1992-93 State Budget, where General Fund
appropriations to the Unuversity of Califorma were reduced by 10 6 per-
cent, or almost $225 milhon The California State University suffered a
$123 million reduction in State General Funds, which represents a 7 5 per-
cent decline 1n State support

The results of these cuts over the past two years, combmed with a 60
percent increase in student fees and a 15 percent reduction in funding for
State grants for low-income students, have been predictable Despite both
Department of Finance and institutional projections that foresaw substan-
tial enrollment demand, actual enrollment has stabilized at the Umiversity
and has declined demonstrably at the State University Because the State
University was forced by budget cuts to lay off faculty and close thousands
of class sections, last year’s students found that classes were often full or
unavailable

As the Comnussion has also warned for the past several years (1989, 1990,
1991, 1992a), the State’s fiscal condition is not improving with the pas-
sage of time A persistent and increasingly structural recession continues
to depress tax revenues, exacerbating a more fundamental imbalance be-
tween State expenditures and revenues Without significant budget re-
form, the combined forces of caseload growth 1n all budget categories,
spiraling costs in some categories, and statutory or constitutional funding
guarantees for most of the total budget promise to make State budget
deficits a recurring theme for at least the rest of the decade
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Origins of the study Clearly these trends cannot continue unabated throughout the *90s with-

out disastrous consequences for higher education Recognizing the im-
perative of carefully examining alternatives to business-as-usual, the Leg-
islature passed several pieces of Supplemental Report Language as part of
the 1991-92 Budget Act That language requested the Commussion, the
Califorma Student Aid Commission, and the higher education systems to
conduct three interrelated studies, all focusing on the financing of Cahfor-
ma higher education

1 A set of “*funding gap’’ studies by the systems and the Student Aid
Commission,

2 The Student Expense and Resource Survey by the Student Aid Com-
mussion, and

3 A review of “‘student fee and financial aid policies,” coordinated by
the Postsecondary Education Commission

(Appendix A reproduces the Supplemental Report Language calling for
each of these studies This language was vetoed by the Governor, but the
Commussion, the Student Aid Commission, and the systems agreed to con-
duct the studies voluntarily because of their importance )

As part of the third study, the Supplemental Budget Language directed the
Commisston to conduct *‘an analysis of the total costs to the state of the
instructional mission n the three segments of public higher education, 1n
comparison, to the extent possible, to comparable public and private insti-
tutions in California and nationally >* In this present report, the Commus-
sion seeks to be responsive to its obligation regarding that effort It de-
scribes the costs to the State of supporting the instructional mssions of all
three systems of public higher education -- the California Commumty Col-
leges, the California State University, and the University of California --
and it analyzes the expenses of the Califorma State University and the
University of Califorma in carrying out their instructional missions  Yet as
explained on pages 12 and 13, because of lack of data the Commission has
not been able in this report to compare Californua’s State costs for instruc-
tion with those of other states, and 1t has been unable to compare the
institutional expenditures for instruction of the Califorma Commumty Col-
leges with those of community colleges elsewhere in the nation

Later in 1993, the Commission expects to supplement this document with
reports on alternative student fee and financial aid policies for California as
well as a more detailed analysis and discussion of the key factors that influ-
ence expenditures for the instructional missions of institutions, but 1t can-
not at this time guarantee that it will be able to complete a comparative
analysis of community college structional expenditures comparable to
this report on the two universities



Prior and current work
on instructional costs

The Commission and the systems have done considerable work on the
topic of instructional costs in the past As part of the study for its January
1990 report, Higher Education at the Crossroads, the Commission esti-
mated the State’s total annual per-student cost -- including fee revenues
but excluding capital costs -- associated with the instructional missions of
the three public systems as follows (1990, p 35)

University of Califorma $11,592
The Califorma State Umiversity $£7.003
Califorma Community Colleges $£2,791

(As noted in that report, those figures were based on full-time-equivalent
student enrollment for the University and State University and on average
daily attendance for the community colleges ) Those figures provided the
basis for the Commission’s projections of the likely support costs that would
be associated with the establishment of new campuses for each of the three
systems

In response to requests generated in legislative hearings, the Commission
updated that 1990 analysis in 1991 to show the State subsidy associated
with the systems instructionally related activities, with detail presenting
differences at the lower-division level of instruction The results of that
1991 analysis were &s follows (1992a, p 3)

Estumates of Total Average Cost of the Instructional Mission per Full-Time-
Equivalent Student by Revenue Source and by System, 1990-91

\Califorma
Communty , The Califorma Unaversity
Colleges State University of Califomya*

State General Fund $1,966 $5,937 $9,370
Student Fee Revenue 85 940 2,130
Lottery Revenue 110 196 120
Local Property Tax Revenue 844 0 0
Other Revenue Sources _0 605° 1,130°
Total Average Cost $3,005 $7,678 £12,750

a Excludes health science mstruction as well as all expenditures for orgamzed research, public
services, and the University’s teachmg hospitals.

b Inchudes revenues from nonresident tution, overhead from contracts and grants, applicaton fees,
and other muscellancous revenus

¢ Inchudes revenue from noaresident tuition, appiscation fees, overhead from contracts and grants,
independent operations, and other muscellaneous revenue

Average Amount of State General Fund Resources Spent by Each System to
Edicate One Full-Time-Equivalent Lower-Division Undergraduate Student,
1990-91

Califorma Commumty Colleges $1,966
The Califormia State University 4,750
University of California 4,290
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Scope of the report

Marginal Amount Provided from the State General Fund fo Each System for
Each Adaitional Credit-Seelang Full-Time-Equvalent Lower-Division
Undergraduate Student Enrolled, 1990-91

California Community Colleges $2,200
The Caluforna State University 3,547
Unuversity of California 6,001

While those expenditure estimates represented a major step forward 1n
understanding the cost profiles of California’s public higher education sys-
tems, there was still a need to put these expenditure patterns in a context
consistent with the Supplemental Budget Language That Language called
on the Commission to conduct the review of student fee and financial aid
policies with an advisory committee representing affected groups, institu-
tions, and agencies, and, as a result, dunng 1992 Commission staff held
several meetings with this committee to agree, among other items, on a
method for determining State General Fund average and marginal costs of
instruction InPart Three and Appendix B of this report, the Commussion
describes that methodology, but for the 1991-92 fiscal year the resulting
calculations for the average cost per each full-time-equivalent student (ex-
cluding those in the health sciences at the University of California) can be
reported as follows

Califormia Commumnity Colleges (both State and local taxes)  $2,989
The Califormia State Unuversity 6,037
University of Califormia 8,911

During 1992, the Comnussion’s analyses of institutional revenue trends by
fund source, as well as its prehminary analysis of the use of instructional
resources (primarily faculty staffing patterns), led the Commission to con-
clude that the cost of struction can best be understood 1n the context of
several related 1ssues of institutional income and expenditure rather than as
an 1solated state cost As a result, in this report the Commission provides
expenditure data for Californta’s two public universities and national samples
of comparison institutions, trend data on revenues, and information on the
major factors that determune both the general and instructional expendi-
ture profiles of these institutions

Beyond the above estimates for the State’s cost of instruction for each of
Califorma’s three systems of public lugher education, 1n this report the
Commussion compares the institutional expenditures for instruction of both
the California State University and the University of Califorma with those
of a wide variety of institutions nationally (Part One and Parts Four and
Five below) In its analysis of those institutional expenditures, the Com-
mission employs four different definitions of mstructional expenditure be-



Limitations
of the report

cause it recognizes that while institutions classify some expenditures as
non-instructional, these expenditures are nevertheless sometimes insepa-
rable from their expenses for their general instructional operation and mms-
sion This examination of all instructionally related operating expenses
thus provides an important picture not simply of State appropriations for
instruction but also of the actual expenditures borne by institutions to fi-
nance this portion of their mission

In addition, because 1989-90 1s the latest year in which comprehensive
national expenditure data were available for this analysis, and because that
year preceded most of the severe budget crisis now being expenenced by
Calfornia, the Commussion also provides in Part Six a companson of
changes 1n state appropnations to higher education among the 50 states
from 1990-91 to 1992-93 At least in general terms, this additional analy-
sis makes 1t possible to assess how institutional expenditures for instruc-
tion as of 1989-90 may have changed during those interveming years

Finally, in Part Seven the Commussion identifies next steps that it plans to
take in integrating these analyses of revenue and expenditure trends and
then analyzing factors that affect the cost of instruction m California’s
public colleges and universities

Despite the scope of this report, its hmitations should be noted

1 The report focuses on institutional expenditures for only the most re-
cent year for which these data are avaiable -- 1989-90 -- and does not
examine trends over time  As a result, possible anomalies in that year’s
data may not be apparent

2 While the Commission relies on statistics from the Integrated Postsec~
ondary Education Data System (IPEDS) of the United States Depart-
ment of Education for the comparative analyses 1n this report because
IPEDS is the best source of these data, some colleges and unrversities
may use somewhat different practices in reporting financial data to
IPEDS The Commission has had no means of venfying the extent of
these differences, but differences in the basic definttions used by indi-
vidual campuses and nstitutions could lead to flawed conclusions from
these data

3 The Commussion has not designed this report to compare institutional
expenditures for instruction between the University of Califormia and
the Califormia State University but, instead, only between each of these
two universities and their own companson institutions Differences in
nstitutional mission between the two universities require that careful
distinctions be made between their expenditures The University is the
State’s research university with the mission of undertaking fundamen-
tal research and providing a comprehensive array of advanced graduate
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and professional programs as well as undergraduate education The Cali-
fornia State University is the State’s teaching university with a compre-
hensive array of baccalaureate, professional, and master’s degree programs
These differences in mission lead to notable differences in how faculty
members carry out their responsibilities and therefore to substantial differ-
ences tn how their instructional expenditures are defined and calculated

The Commussion focuses in this report on the universities’ instructional
musston It does not attempt to provide detailed analysis of their research
and public service missions

Since no comprehensive national information exists on instructional ex-
penditures by revenue source, the national comparisons presented in this
report focus only on the /eve! or amount of expenditures and do not ana-
lyze the source of funding for those expenditures As a result, it should be
understood that the institutional expenditures discussed in this report stem
from multiple revenue sources, including state and local government ap-
propriations, twition and fees, contracts, grants, and fees for services -- to
name just the major sources The comparative part of the report therefore
contrasts the “‘effort” being expended by California’s public universities
with that of similar institutions nationally

While capital outlay expenditures are not ordmanly included 1n expendi-
ture studies of this kind, it 1s important to realize that capital outlay funds
comprise a significant portion of the total resources necessary to deliver
instructional programs

Finally, as noted above, while the Commussion estimates the State’s costs
of instruction for the California Community Colleges in Part One of this
report, it has been unable to undertake a comparative analysis of instruc-
tional expenditures in these colleges with similar institutions across the
country Limutations on Commussion resources to conduct the study was a
major contnibuting factor, as were the facts that (1) many commumnity col-
leges had not yet reported 1989-90 expenditure information to IPEDS by
the time the Commussion undertook this study, and (2) no agreed-on group
of community colleges 1n other states exists for comparative analyses simi-
lar to the faculty-salary comparison groups of California’s two public uru-
versities

The Chancellor’s Office of the Califorma Commuruty Colleges, in prepar-
ing 1ts recent “‘funding gap” report, developed preliminary estimates of
instructional expenditures in California’s two-year colleges compared to
those 1n other public community colleges nationally In the future, the
Commussion hopes to analyze that information in order to compare the
instructional expenditures of the California Communuty Colleges with those
of similar colleges in other states, but it has not yet begun that analysis



Estimating State
expenditures
for instruction

Estimating
institutional
expenditures for
instruction

The Commission’s
Approach to the Study

methodology 1t has used to derive its estimates of State and 1nstitu-

tional instructional expenditures, as well as the major changes that it
has incorporated in these analyses since 1ts last study of instructional costs
in 1991 A complete description of the methodology used in the study can
be found in Appendix B

I N THIS SECTION of the report, the Commission describes the basic

In order to estimate the amount of the State’s financial support of the
instructional mission of California’s public colleges and universities on an
average ‘‘per-full-time-equivalent-student’ basis, the Commission consulted
with representatives of the systemwide officres of the California commu-
nity Colleges, the California State University, and the University of Cali-
fornia to develop common understandings of the data and methodologies
to be used

For the community colleges and the State University, the determunation of
average expenditures per full-time-equivalent student was simply a matter
of dividing the fund-source totals for each system during 1991-92 by ac-
tual full-time-equivalent student enrollment for that year On the recom-
mendation of the advisory commuttee, the Comnussion staffincluded local
property tax revenue for the commumity colleges along with State General
Fund revenue, since the State’s funding formula for the community col-
leges makes the level of their General Fund support dependent on the amount
of local propoerty taxes they receive

For the University of California, Commission staff developed a detailed
methodology to remove funds for functions not related to general campus
instruction from their calculations of average instructional expenditures
per student Appendix B describes that methodology n detail

To obtain basic information on institutional expenditures for instruction,
the Commussion utihzed information compiled by the National Center for
Education Statistics of the United States Department of Education through
its Integrated Postsecondary Education Data System (IPEDS) for 1989-90
-- the latest year for which comprehensive national expenditure informa-
tion was available
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The Commission used the IPEDS data because IPEDS attempts to gather
comprehensive information from all American 1nstitutions of higher edu-
cation in & common or uniform format, although these institutions may
themselves collect the information quite differently In that sense, IPEDS
presents a reconfiguration of information -- an overlay framework imposed
on statewade or institutional data bases Because of this reconfiguration,
the IPEDS expenditure data occasionally need adjustment n order to in-
sure comparability among institutions both within a single state and across
state boundanies

For the purposes of analyzing instructional expenditures, the IPEDS infor-
mation can be classified into three major types of expenditures (1) exclu-
swvely instructional, (2) mixed-use, and 3) non-instructionally related Each
of these major types of expenditures 1s described separately below and,
when appropriate, the individual categories relevant to the Commussion’s
analysis are defined

1 Exclusively mstructional expenditures

This type of expense includes two categones -- Instruction and Student
Services

Instruction® This category includes all expenditures that support aca-
demuic, remedial, and tutorial teaching for an institution’s students Im-
portantly, it includes all faculty compensation except for those non-
instructional faculty exclusively mvolved with sponsored or organized
research and funded public services, which 1s included in the non-in-
structional category discussed below However, even general instruc-
tional faculty at many nstitutions spend their ttme 1n multiple activities
-- only some of which are related to instruction - but mnstitutions re-
port compensation for these faculty exclusively in the *‘instruction’
category As a consequence of this reporting requirement, this cat-
egory covers three components of facuity compensation

* Instruction or instructionally related activities,

* Ongoing research activities of faculty that are not part of an orga-
nized research unit, and

* Public service performed by faculty that is not separately funded

Student Services This category includes funds expended for admis-
sions, registrar activities, and activities whose primary purpose 1s to
contnbute to students’ emotional and physical well-being and to their
intellectual, cultural, and social development outside the context of the
formal instructional program Examples are career gmdance, counsel-
g, financial aid administration, and student health services
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2 Mumxed-use expenditures

This type of expenditure contributes to fulfilling the varnious missions of
institutions, such as instruction, research, and public service Relevant
mixed-use expenditure categories in this study are

Academic Support This category includes expenditures for support
services that are an integral part of the institution’s primary mussions --
instruction, research, or public service It includes expenditures for li-
braries, museums, gallenes, audio/visual services, academic computing
support, ancillary support, academic adminstration, personnel develop-
ment, and course and curnculum development

Institutional Support: This category includes expenditures for the day-
to-day operational support of the institution, except for physical plant
operations, and includes board and systemwade levels

Plant Operation Ths category covers all expenditures for operations
established to provide service and maintenance related to grounds and
facilities used for educational and general purposes, including utilities,
fire protection, property insurance, and similar items

Non-instructional expenditures

These expenditures are defined as those that are unrelated to the instruc-
tional mission of an institution, including expenditures related to auxil-
iary enterpnses, funded public service, and sponsored or organized re-
search In this study, these expenditures are omitted from consider-
ation

The Commission has employed four per-student measures of instructional
expenditure in this study -- Reported Instructional, Direct Instructional,
Adjusted Instructional Mission, and General Operational Expenditures --
with the latter two forming the basis for the major analyses

For clanty, each of these general measures is described briefly here

1

Reported Instructional Expenditures

This measure refers to the total instructional expenditures reported to
IPEDS by institutions It includes all compensation paid to faculty, ex-
cept for that paid to faculty for orgamzed research activities or funded
public service

Direct Instructional Expenditures

This measure refers to the direct expenditures of institutions for teach-
ing students It represents the Commission’s best estimate of per-stu-
dent expenditures directly related to instruction because 1t excludes all
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non-nstructional activities that institutions include as Reported Instruc-
tional Expenditures

3 Instructional Mission Expenditures

This measure refers to all expenditures associated with fulfilling an
institutton’s instructional mission It includes all Direct Instructional
Expenditures and all Student Services expenditures as well as instruc-
tionally related expenditures from the mixed-use categories of Academic
Support, Institutional Support, and Plant Operation

4  General Operations Expenditures

This estimate attempts to measure the total per- student expenditures of
institutions for their general educationall operations, including faculty
compensation related to non-instructional activities, but it excludes from
this calculation separately funded research contracts and grants and sepa-
rately budgeted public service activities as well as their associated over-
head

Display 1 below summarizes these four measures, while Appendix B con-
tains a full description of the methodology used to calculate each of them

DISPLAY 1 General Measures of Institutional Expenditures for Instruction

Measure
1 Reponted Instructional
Expenditures

2 Direct Instructional
Expenditures

3 Adjusted Instructional
Mission Expenditures

4 General Operations
Expenditures

Selecting
institutions for
comparative analysis

0

Descniption
Total mstructional expenditures reported to IPEDS by insttutions

Total mstructional expenditures reported to IPEDS by campuses, adjusted downward
by eliminating expenditures for non-instructional activitics

Summation of all instructional and instructionally related expenditures that fulfill
the instructtonal mission of institutions

Summation of all expenditures for fulfilling the varied missions of academuc instrtu-
tons, excluding those for sponsored or orgamzed research and funded public service
as well as any associated overhead

The Legislature directed the Commussion to analyze total costs of the n-
structional mussion 1n California higher education ““in comparison, to the
extent possible, to comparable public and private institutions in California
and nationally >’

The Commussion compared both of California’s public umversities to two
groups of other institutions (1) those comprising their faculty-salary com-
parison groups, and (2) larger groups that are similar to California’s uni-
versities 1n terms of mission Because the faculty-salary groups of com-
parative institutions existed prior to the study, their determination was clear



““The Commussion
compared both of
Califormia’s public
umversities to two groups
of other institutions

(1) those comprsing their
faculty-salary comparison
groups, and (2) larger
groups that are simular to
Califorma’s universities
n terms of mission

To determune the second
group, the Commussion
used a classification
system developed by the
Carnegie Comnussion on
Higher Education "

To determine the second group, the Commission used a classification sys-
tem developed by the Carnegle Comrmssion on Higher Education and since
maintained by the Carnegie Foundation for the Advancement of Teaching
This classification is widely accepted as a benchmark for compansons where
the relevant distinctions are based on comprehensiveness of mission, pro-
gram breadth, level and number of graduate degrees awarded, enrollment
size, and research funding level

The relevant categories of this classification are shown in Display 2 on
page 32 and can be described as follows

* Research ] Universities (R-1). Offer a full range of baccalaureate pro-
grams, a commutment to graduate education through doctorate degree,
and a high priomnty to research Awarded at least 50 Ph D degrees in
1984 Federal support received for research totaled at least $33 5 mil-
lion annually in 1983-85 (Six University of California campuses are
classified as R-1 universities )

* Research 2 Umversities (R-2) Same as above, except federal support
received for research was between $12 5 and $33 5 million annually
(The Umversity of Cahfornia, Santa Barbara, 1s classified as an R-2
university }

* Doctorate-Granfing I Universities (D-1)- Offer a full range of bacca-
laureate programs plus a commutment to graduate education through
the doctorate degree Awarded at least 40 Ph D degrees in 1984 in
five or more academic disciplines (The Riverside and Santa Cruz cam-
puses of the Umversity of California are classified as D-1 universities )

+ Doctorate-Granting Il Umversities (D-2) Same as above, but awarded
annually 20 or more Ph D degrees in at least one discipline or 10 or
more Ph D degrees in three or more disciphnes

* Comprehensive I Colleges (C-1). Offer baccalaureate programs and,
with few exceptions, graduate education through the master’s degree
More than half of the baccalaureate degrees are awarded m two or
more occupational or professional disciplines such as engineering or
business administration Enrolled at least 2,500 full-time students in
1982-84 (All campuses of the Califorma State University are classified
as C-1 umversities )

* Comprehensive II Colleges (C-2). More than half the baccalaureate
degrees awarded in two or more occupational or professional disci-
plines, and also may offer graduate education through the master’s de-
gree Enrolled between 1,500 and 2,500 full-time students in 1982-84

*+ Liberal Arts Colleges (LA). Pnmarily undergraduate colleges that award
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DISPLAY 2 The Carnegre Classification of Types of Colleges and Unmversines

Institutional Type

Research 1
Universities
(I (R-l T I)

Research 2
Umversities
(‘ ‘R-z r ‘)

Doctorate-
Granting I
Umiversities
(“D-1")

Doctorate-

Granung 11
Unuverities
(t ‘D-z * !)

Comprehensive

I Colleges
¢C-17)

Comprensive

II Colleges
(l lC.zi !)

Liberal Arts
Colleges
(5 ILA! !)

Two-Year

Colleges and

Institutes
(‘ iz-Y, ’)

Ph.D s Granted
Program Breacth m 1984
Full range of Minumum
bachelor’s, master’s, of 50
professional, and per year
doctoral degress
Full range of Minimum
bachelor’s, master’s, of 50
professional, and  per year
doctoral degrees
Full tange of  Mimmum of

bachelor’s, master’s, 40 per year

professional, and 1 five or
doctoral degrees  more fields
Full range of Minimum of

bachelor’s, master’s, 20 per year
professtonal, and  (n one field

doctoral degrees  of ten 1n at
least three fields
Full range of None
bachelor’s degrees
and some master’s
degrees
Full range of None
bachelor’s degrees,
may offer master's
BA’sand BS’s, with  None
over half in the
arts and sciences
Associate degrees None

and certificates

Source Adapted from Camegie Commussion for Higher Education
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Federal Research
Funds in 1983-1985

Minimum
of $33 5
mulhon

$12 5 million
to $33 5 mullion

Variable

Vanable

Vanable

Variable

Varnable

Vanable

Enrollment
n 1983-85 Califorma Public Instilutions
Vanable Berkeley, Davis, Irvine, Los
Angeles, San Diego, and
San Francisco campuses of
the University of Califorma
Vanable Santa Barbara campus
of the Unuversity
of Califorma
Vanable Rrverside and Santa
Cruz campuses of the
University of Cahforma
Vanable
At least All campuses of the
2,500 Califorma State
Umversity
1,500
to 2,500
Vanable
Variable California Community
Colleges

more than half of their baccalaureate degrees in arts and science fields
Also includes colleges that award /ess than half their degrees in liberal
arts fields but, with fewer than 1,500 students, are too small to be con-
sidered comprehensive

* Iwo-Year Colleges and Institutes (2-Y): Offer certificate or degree pro-



““For comparison with

the Califormia State
Untversity, the
Commussion has used all
public *‘Comprehensive 1°
institutions from 12 other
major industnal states
These 112 institutions have
mussions simular to that
of the State University -
undergraduate education
and graduate education
through the master’s
degree -- although the
complexaty and scope of
faculty activities at several
State Unrversity campuses
arc more extensive than
those al many
‘Comprehensive
I'institutions 1n other
states *”

Comparability

of institutions based
on the Carnegie
classification

“‘the following analysis
docs not represent a
comparison between
Califorma’s universities
and only those 1nstitutions
that pursue simular
mussions 1n simular ways
Insicad, the
Commission’s intent
has been to generate
comparisons between
umversities that pursue
sumilar goals through a
wide vanety
of insututional
configurations *’

grams through the Associate of Arts level and, with few exceptions,
offer no baccalaureate degrees

For comparison with the California State University, the Commission has
used all public “‘Comprehensive 1" institutions from 12 other major in-
dustrial states -- Florida, Ilinois, Michigan, Minnesota, New Jersey, New
York, North Carolina, Ohio, Pennsylvania, Texas, Virgima, and Washing-
ton These 112 institutions have missions similar to that of the State Uni-
versity -- undergraduate education and graduate education through the
master’s degree -- although the complexity and scope of faculty activities
at several State University campuses are more extensive than those at many
“Comprehensive 1’* institutions in other states

For companison with the Umversity of Califorma, the Commussion has
used all of Amenica’s public and independent “‘Research 1°” institutions,
as defined by the Carnegie classification, for which comprehensive expen-
diture information was available These 60 institutions have sirular mus-
sions to the University, including instruction, research, and public service

In selecting comparison institutions for this analysis, the Commission has
not intended to identify only those universities that resemble campuses of
Califorma’s public universities in terms of size, faculty compensation, pro-
gram and student mix Taken to the extreme, such an approach would not
be informative, since including only those institutions that resemble their
California reference group n terms of size, faculty compensation, pro-
gram mix and student/faculty ratios would predictably generate expendi-
ture profiles that are nearly identical to the Califorma institutions with
which they were compared

Rather, the Comnussion’s intention has been to identify comparison msti-
tutions that are sirmilar to their Califorma reference groups in the sense that
they represent other states’ efforts to accomphish the same basic mussions
as the University of California and the Califorma State University, regard-
less of the specific institutional configurations through which these goals
are pursued This approach results in the selection of some comparison
institutions that do not resemble their California counterparts other than in
terms of mussion, but that are nevertheless charged with accomphshing the
same basic goals as their California counterparts

As a result, the following analysis does not represent a comparison be-
tween California’s universities and only those institutions that pursue simi-
lar missions 1n sumlar ways That comparison would not hkely have been
possible in any event, given the size, scope, and diversity of California’s
two public universities  Instead, the Commission’s ntent has been to
generate comparisons between universities that pursue similar goals through
a wide variety of institutional configurations
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In this report, the Commussion does not comment on the effectiveness with
which California’s public umiversities accomphish their missions compared
to their comparison mstitutions That effort must be left to future analyses
of these issues But this study does take the first step toward imtiating
meaningful interstate comparisons by examining the relative expenditure
differences between Califorma’s public universities and those nstitutions
that pursue similar missions, regardless of whether or not they happen to
be configured similarly to their California counterparts

As an illustration, the 20 institutions that comprise the faculty-salary com-
parison group for the California State University are widely diverse and
can be as easily described by their dissimularities as by the charactenstics
they have in common with each other or wath the State University For
example, although 14 (70 percent) of the 20 are publicly funded, the Car-
negie Commussion taxonomy classifies only two of them (10 percent) as
“Comprehensive 1°” institutions like the State University While the State
University lacks a law school, ten (50 percent) of the comparison group
have law schools, and seven (35 percent) award postgraduate degrees in
medicine, dentistry, pharmacy, or veterinary medicine (Display 3)

Given these dissimularities among the faculty-salary comparnison-group in-
stitutions, the Commission has employed an additional comparison group
compnsed of all the public'* Comprehensive 1>’ mnstitutions 1n 12 other
major industrial states These institutions share a similar mission wath the
State University -- undergraduate education through the masters level --
and, as a result, they generate a more informative sampling than the fac-
ulty-salary comparison group when examining comparative mstructional
costs between mission-similar institutions

For the University of California, the Commission has used the eight institu-
tions that comprise its faculty-salary companson group -- seven of which
are ‘‘Research 1°” mstitutions, while the State Unmiversity of New York at Buffao
is a ‘‘Research 2" institution In order to ground this small faculty-salary
comparison group of institutions in a national context, as well as provide a
broader sample for compansons with the University, the Commission has
employed a second group of 60 public and independent comparison insti-
tutions, consisting of all but one ““Research 1°’ institutions in the nation
(It was unable to include Georgia Institute of Technology because of muss-
ing IPEDS data on the Institute for 1989-90 )



DISPLAY 3 Law and Health Profession Degrees Awarded by Faculty Salary Comparison
Insntutions of the Califorma State Umiversity

Institution
Anzona State University

Bucknell University, Pennsylvama
Cleveland State Umiversity, Ohio
George Mason University, Virgima
Georgia State Unuversity

Illinois State University

Loyola University of Chicago

North Carolina State University

Reed College, Oregon

Rutgers University College at Newark
State University of New York, Albany
Tufts University, Massachusetts
Unuversity of Connecticut

Unversity of Colorado at Denver
Umnversity of Maryland, Balimore County
University of Nevada, Reno
University of Southern Califorma
University of Texas at Arlington
University of Wisconsin - Milwaukee
Wayne State University, Michugan

Source Amernican Council on Education, 1987

Veterinary
Law Dentistry Medicime Pharmacy Medicine
.
*
.
.
. * .
.
.
* * *
. * » .
.
.
* . - *
. . . »

Source Amenican Council on Educauon, 1987
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Instructional Expenditures at
the California State University

N 1989-90, the Reported and Direct Instructional Expenditures of the

Califorma State University, as defined in Part Three of this report,

averaged $4,538 per full-time-equivalent student across its 19 cam-
puses Using that amount as a basis for calculations and adding appropri-
ately adjusted expenditures for student services, academic support, institu-
tional support, and maintenance and operation of the physical plant, the
State University’s Adjusted Instructional Mission and General Operations
Expenditures for that year were $7,386 per student Display 4 below pro-
vides campus-by-campus detail for these averages

DISPLAY 4 Instructional Expenditures of the Califorma State Umversity per Full-Time-

Noies

Source

Equivalent Student in 1989-90, by Campus

Full-Tme- Reported and Direct Adjusted Instructional Mission and
Campus Equivalent Enrollment Instructional Exvenditures  General Overations Exvenditures
Bakersfield 3,877 $5,024 $9,510
Chico 14,324 $4,595 $7,440
Dominguez Hills 5,768 $5,338 $9,365
Fresno 15,682 $4,893 $7,790
Fullerton 17,519 $4,273 $6,984
Hayward 10,033 $4,558 $7,704
Humboldt 6,792 $5,054 $9.344
Long Beach 23,012 $4,405 $7.010
Los Angeles 15,678 $4,618 $7,733
Northndge 21,334 $4,283 $6,760
Pomona (Polylechnic) 16,379 $4,420 $6,988
Sacramento 19,000 $4,470 $7,008
San Bernardino 7,255 $4,624 $8,083
San Diego 26,446 $4.468 $7,135
San Francisco 20,637 $4,221 $6,645
San Jose 21,387 $4,513 $7,276
San Lws Obispo {(Polytechnic) 16,681 $4,755 $7,326
Sonoma 5,386 $4,843 $8,708
Staruslaus 3.993 $4,905 $9,152
The Califorma State University 271,183 $4,538 $7,386

Adjusted Instructional Mission and General Operntions Expenditures for the State University equal Reported and Direct Instructional Expends-
tures and student services expenditures, plus ndirect costs equal to total academic and mstitutions] admimstration and plant maintenance and

operation, less any overhead for separately funded research or public service  Please see Appendux B for a complete explanation of the definitions
and caleulations of these expenditure categones

Integrated Postsecondary Education Data Systerm (IPEDS) enrollment and finance data bases, 198990, and California Postsecondary Education
Commussion staff analysis.
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Comparison of the
State University’s
instructional
expenditures

with those of its
faculty-salary
comparison
institutions

These figures illustrate the ‘‘economies of scale’ that operate in higher
education just as they do in other institutions and organizations, with the
largest campuses of the State University having the lowest per-student ex-
penditures and the smallest having the highest

Some readers may mistakenly interpret these figures as the amount that the
State appropnates for instruction at the State University, but this is not so
None of these figures represents the amount of per-student support pro-
vided by California for the State University to carry out its instructional
activittes Rather, they represent funds devoted by the State University
itself to carry out 1ts responsibilities as defined by the Master Plan

Moreover, readers comparing these figures with those for the Umversity of
California 1n Part Five might reach the misleading conclusion that accom-
modating student enrollment at the State University 1s actually more ex-
pensive than at the University or simular research-oriented institutions This
comparison would be mistaken because the methodology that the Commus-
sion has employed for estimating Direct Instructional Expenditures and
Adjusted Instructional Mission Expenditures results in research universi-
ties having significant funds reallocated from instructional categories to
research and public service -- and these adjustments serve to close the
instructional expenditure gap between research unuversities and compre-
hensive institutions such as the State University

While these figures accurately reflect the actual resources devoted by each
type of institution to carry out its structional activities, they serve to ob-
scure the fact that for research universities these non-instructional expendi-
tures are an unavoidable expense in carrying out their instructional mission
States must also provide significant additional funds to finance the added
research and public service mussions undertaken by research universities
The magnitude of this additional state support required in California to
finance the broader missions of the University of Califormia than the State
Unuversity can be seen in the estimates of the State’s average and margnal
costs of instruction listed on pages 5 and 6 above

One of the two companson groups for the State Umversity that the Com-
mussion has employed m this study 1s the institutions used each year for
faculty salary compansons Display 5 on the opposite page shows the
results of this analysis for the 19 of the 20 companison institutions on which
data are available As that display demonstrates, the State University has
somewhat higher instructional expenditures than the faculty-salary com-
parison group as a whole, although significant vanation exists between the
public and independent companison institutions

This comparison shows that in 1989-90, the State University’s Direct In-
structional Expenditures were 18 7 percent higher than those at the aver-



DISPLAY 5 Instructional Expenditures per Full-Time-Equivalent Student of the Faculty-Salary
Comparison Institutions for the Califorma State University, 1989-90

Adjusted
Full-Time- Durect Reported  Instruchional General
Carnegie Equivalent  [Instructional Instructional Mission Operations
Institution Sector Classification Enrollment Expenditures Expenditures Expenditures Expenditures
Anzona State University Public Resecarch 1 33,055 $2,069 $3,941 $4,065 $6,995
Bucknell Unmiversity,
Pennsylvania Independent Liberal Arts 1 3,349 $5,438 $5,438 $13,129 $13,129
Cleveland State Umiversity,

Ohio Public Doctoral 2 12,851 $3,756 $3,756  $47,450 $7.450
George Mason Umversity,

Virgiua Public Comprehensive 1 13,759 $4,063 $4,063 $7,081 $7,081
Georgta State University Public Doctoral 1 14,358 $4,565 $4,565 $8,276 $8,276
Illinois State Umaversity Public Doctoral 2 20,508 $2,437 $2,437 $5,568 $5,568
Loyola Unuversity of Chicago Independent  Doctoral 1 10,171 $5,536 $5,536 811,679 $11,679
North Carolina State University Public Research 1 20,560 $3,269 $£3,269 $4.460 $4,460
Reed College, Oregon Independent Liberal Arts 1 1,286 $5,975 $5,975 $13,927 $13,927
State University of New York,

Albany Public Research 2 13,789 $4,342 $5,790 $6,852 $8,917
Tufts University, Massachusetts Independent  Doctoral 1 7,404 $7.846 $7.846 518,601 $18,601
University of Colorado

at Denver Public  Comprehensive | 6,756 $4,067 $4,067 $7.496 $7.496
Umniversity of Connecticut Public Research 1 20,372 $2.450 $4,667 $5,355 $8.863
Umiversity of Maryland,

Balumore County Public Doctoral 2 7,609 $4,463 $4.463 $7,757 $7.757
University of Nevada, Reno Public Doctoral 2 8,014 $5,559 $5,559 $£9,706 $9,706
Unrversity of Southern

Califormg Independent  Research 1 23,110 $5364 310,217 $8,458 315,065
Umversity of Texas

at Arlington Public Independent 16,979 $2,786 $2,786 $4,779 $4,779
University of Wisconsin,

Milwaukee Pubhic Comprehensive 1 17,368 $3,924 $3,924 $7,541 $7.541
Wayne State University,

Michigan Public Research 2 20,337 $4,300 $5,733 $7.113 $9,156
Public Total/Average 226,865 $3,422 $4,382 $6,189 $7,576
Independent Total/Average 45,323 $5,831 $8,306 $11,339 $14,707
Overall Total/Average 272,188 $3,823 $5,035 $7,046 $8,763
The Californua State Unuversity Public Comprehensive 1 271,183 §4,538 $4538 $7.386 $7.386

Notes  Direct Instructional Expendutures reflect Reported Instructional Expenditures less faculty compensation related to research and public sers ice

Adyusted Instructional Mission Expenditures reflect Direct Instructiomal Expenditures plus student services, adjusted academuc support, mstitutional support,
and maintenance and operation of plant.

General Operations Expenditures include Reported Instructional Expenditures plus acaderuc support, mstitutional support, student services, and mamfenance
and operation of plant

Adyustments in reported academic and instituticnal support and mamtenance of plant expenditures were made to account for costs in these categones related to
research and public service

Source  All data oblained directly from institutions hsted
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age of the 19 of its 20 faculty-salary comparison institutions for which
comprehensive expenditure data exist, while 1ts Reported Instructional
Expenditures were 9 8 percent lower This apparent disparity is entirely
the result of adjustments that the Commussion made in the Direct Instruc-
tional Expenditures of the six research-oriented institutions 1n the faculty-
salary comparison group

Comparing the State University’s expenditures to those of the five inde-
pendent institutions 1n 1ts faculty-salary companson group, the State
University had Direct Instructional Expenditures that were 22 2 percent
lower and Reported Instructional Expenditures that were 45 4 percent lower
However, the State University’s position was reversed 1n terms of the 14
public institutions n its comparison group, with its Direct Instructional
Expenditures 32 6 percent higher and its Reported Instructional Expendi-
tures 3 6 percent higher Display 6 shows the relative relation between the
State University and these public and independent cohorts

DISPLAY 6 Direct and Reported Instructional Expenditures per Full-Time-Equivalent Student
of the Califorma State University and its Independent and Public Faculty-Salary
Comparison Institutions, 19839-90

55,000
18,000

S ——

The California Five Independent Faculty- 14 Public Faculty-Salary All 19 Faculty-Salary
State Umveraity Salary Companson Institutions  Compansen Instiutions Compenson Institutions

Note Direct Instructional Expendrtures reflect Reported Instructional Expendttures less faculty compensation related 1o research and public service

Source Drsplay §

Simular relationships exist 1n comparing the State University’s Adjusted
Instructional Mission Expenditures and General Operations Expenditures
with those of the 19 institutions in its faculty-salary comparison group Its
Adjusted Instructional Mission Expenditures were 4 8 percent higher than
the average of the overall group, while its General Operations Expendi-
tures were 15 7 percent lower



In comparing the State University’s Adjusted Instructional Mission Ex-
penditures with those of only its five independent faculty-salary companson
institutions, its Adjusted Instructional Mission Expenditures were 34 9 per-
cent lower than their average, and its General Operations Expenditures
were fully 49 8 percent lower This relationship is mixed when comparing
the State University’s expenses in these categories to those of its public
faculty-salary comparison institutions, with its Adjusted Instructional Mis-
sion Expenditures 19 3 percent higher than their average but its General
Operations Expenditures 2 5 percent lower Display 7 shows the relation
among the various comparison cohorts for these expenditures

DISPLAY 7 Adjusted Instructional Mission and General Operations Expenditures per Full-
Time-Equivalent Student of the Califorma State Umiversity and its Independent
and Public Faculty-Salary Comparison Institutions, 1989-90

$16,000

314,000

$12.000

316,000

38,000

$6,000

$4,000

W Adjusted Instructionzl Mussion Expendrtures

| B General Operstions Expenditures

The California Five Independent Faculty- 14 Public Faculty-Salary All 19 Facuhty-Salary
State University Salary Companson Institutions Comparison Insistutions Comparison Institutions

Note Adjusted Instructional Mission Expenditures reflect General Operations Expenditures less faculty compensation and indirect expenses related to

research and public service

Source Display 5

Comparison of the
State University’s
instructional
expenditures

with those

of mission-similar
institutions

To fulfill its mandate under the Legislature’s Supplemental Language that
called for this report, the Comnussion has compared the State University’s
instructional costs not only with its group of faculty-salary companson
nstitutions (some of which are more research-oniented than the Master
Plan permits the State University to be) but also with a cross-section in 12
other major industrial states of 112 public universities with missions stmi-
lar to that of the State University As Part Three of this report explained,
in selecting those comparison universities for this analysis, the Commis-
sion chose only those public institutions defined by the Carnegie Commussion
on Higher Education as ‘‘Comprehenstve 1°’ institutions -- as are all of the
State University’s 20 campuses -- although the complexity and scope of
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faculty activities at several State University campuses are more extensive
than those at most “*Comprehensive I"’ institutions in other states

Because none of those institutions are research universities, the Commis-
sion has not had to adjust any of their Reported Instructional Expenditures
downward to account for faculty research activities unrelated to instruc-
tion In other words, for each institution in this ‘‘similar mission™’
comparison group, Reported Instructional Expenditures equal Direct In-
structional Expenditures, and Adjusted Instructional Mission Expenditures
equal General Operations Expenditures Display 8 on the next several
pages shows these expenditures of each of these institutions, organized by

DISPLAY 8 Instructional Expenditures per Full-Time-Equivalent Student of 112 Public
Universities with Missions Similar to That of the Califorma State University and
Located m 12 Mayor Industrial States, 1989-90 (Listed Alphabetically by State)

Folb-Timo Roported and Dircet Adjusted Instruotional Mission and
Institution Equivatent Enrollment Instructional Expenditures Genorsl Operations Expenditures
Flonda A&M Umniversity 6,605 $4.288 $8,989
Flonda International Umiversity 12,527 $4,252 $7,936
Unaversity of Central Flanda 13,976 $2,910 $£6,546
Unrversity of Northern Florida 4,561 $2,762 $7.34
Umuversity of Westermn Flonida 5,185 $4,588 $9,103
Chicago State University, [lhoos 3723 $4,906 $9,967
Eastern [llinois Umversity 9,566 $2,682 $5,712
Governors State Unrversity, Ilhinois 2,298 $5,671 $11.464
Northeast hinms University 6,112 $3,490 $7.764
8angamon State University, Nlinois 2,088 $4.511 $9.298
Southem Illinois Umiversity, Edwardsville 8,237 $4,295 $8.580
Wesgtern llinos University 11,083 $£3,065 $7,014
Centra] Michugan Umversity 16,396 $3.437 $6,070
Bastern Michagan University 16,471 83,112 36,134
Fars State University, Michigan 10,829 $3.496 35,165
Grand Valley State Unaversity, Michugan 8,011 2,m $5,309
Lake Supenor State University, Michigan 2,727 $2,681 $5.574
Michigan Techmical Univeraity 5,952 $4.435 $8,626
Necthern Michigan University 6,738 $3,633 $7,230
Cuekland University, Michigan 8673 $3,533 $6,651
fagunaw Valley State Umversity, Michigan 3.967 $2,765 $5,750
University of Michugan, Dearborn 4,902 $3,388 $6,453
Umversity of Michigan, Flnt 4,240 $3,051 $5,721
Bamed) State Umversity, Minnesota 4,533 $2.791 $5,620
Mankato State University, Minnesota 13,313 $2,744 $4,997
Mioorhead Stats University, Minnesots 7.851 $£2,649 $4,535
Samt Cloud State Umversity, Mmnesota 13,974 $2.791 $4,483
Unuversity of Mmnesota, Duluth 7,439 $3.462 $6,829
Winogpa State University, Minnesota 6,570 $2.984 $4,963
Qlgasboro State College, New Jersey 6,647 $3.850 $8,077
Jaxsey City State College, New Jersey 4,556 §5,878 $10,477
Montolair State College, New Jersey 9,144 $3.475 $6,899
Remapo College, New Jersey 3,038 $2,516 $747M

(c::mnnuaj‘}
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DISPLAY 8, continued

Inetatution

Stockton State College, New Jersey

Treaton State College, New Jersey

William Patterson College, New Jersey
CUNY Bemnard Baruch College

CUNY Brooklyn Collegs

CUNY City College

CUNY College of Staten Ialand

CUNY Hunter College

CUNY Lehman College

CUNY Medgar Evers College

CUNY Queens College

CUNY York College

SUNY College, Brockport

SUNY Collega, Cortland

SUNY College, Fredoma

SUNY College, Geneseo

SUNY College, New Paliz

SUNY College, Oid Westbury

SUNY College, Oneonta

SUNY College, Oswego

SUNY Collega, Plattsburg

SUNY College, Potsdam

SUNY, Buffalo

SUNY, Empure State College

SUNY, Instute of Technology, Utica-Rome
Appelachuan State Univernity, North Carolma
East Carolina Univermity, North Carolma
Fayettovillo State University, North Carolina
North Carohina A&T Umiversity

North Carclma Central University
Unrvermiy of North Carolna, Ashwille
Umiversity of North Carolina, Charlotte
Umiveraaty of North Carolina, Wilmington
Western Carolina Unrversity, North Carolina
Wright State Univermiy, Oluo

Youngstown Statz University, Ohuo
Bloomsburg, Umiversity of Pennsyivama
Californta, Umversity of Permsyivama
Clanon, Unversity of Pannsylvanta

East Stroudsburg, University of Pennsylvama
Edinboro, University of Pennsylvama
Kutztown, University of Pennsylvama

Lock Haven, Untvermity of Pennaylvanua
Mansfield, University of Pennsylvama
Mllersville, Unaversity of Permaylvama
Pennsylvama State Unversity, sburg
Stuppensburg, Univerity of Ivarua
Shppery Rock, Univermty of Pennsylvama
University of Pittsburgh, Johnstown, Pennsylvania
West Chester, University of Pennsylvania

Full-Tims

Equivalent Enrollmont Instructional Expenditures

4522
5,765
6,805

11,789

10,843
9,492
7,301

12,584
6,021
1,654

11,890
3,515
6,99
6,108
3,435
5,068
6,047
3,163
5632
7434
5656
4,030
9,737
3,172
1,679

10,626

14,170
2418
5,599
4,328
2422

10,546
6,495
5,308

12,280

11,367
6,265
5,681
5,737
4,522
6,606
6,541
3,061
2,861
6,175
1.926
5,701
6,639
2,820
9,224

Reported snd Direct

$2,990
$4,640
$3,371
$3,806
$5,408
$7,901
$4,462
$5,445
$5,286
$5,162
”’017
$4,035
$3,797
$3,051
$3,655
$2,948
$3,657
$3,095
$3,292
$3,038
$3,405
$3,491
$4,121
$4,879
$3,580
$3,653
$7,155
$4,257
$4,042
$3,757
$3,586
$4,202
$3,320
$3,837
$4,718
$3,537
$3,596
$3,565
$3,447
$3,739
$3,585
$3,323
$3,702
$3.696
$3,747
$5.815
$3,606
$3,682
$2,590
$3,483

Adyusiod Instructional Mission and
General Oporations Expenditures

$6,648
$9,234
$7.711
56,358
$8,986
$12,052
$7.171
58,853
$8,812
$11,435
$§8,507
$3.719
$7,027
$5,971
$7.081
$6,573
36,752
57,518
$6,232
$5,960
$6,360
$7,595
§7,082
57,363
$9,889
$6,545
$9,814
$8,384
38,145
$7,820
$7.081
36,897
§5,844
$7436
$3,511
$5,995
$6,907
$6,613
$6,780
$7,588
36,507
$6,335
$7,202
$7.543
$7.473
$11,258
$6,547
$6,465
34,796
36,742

fcontinued)
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DISPLAY 8, co_{?tmued

Full-Time Reported and Direct Adyusted Instructional Musson and
Tnststution Equrvalent Enrollment Instructional Expendstures Cengral Oporstions Expendiiwes
T ) T
Axngelo State University, Texas 5171 $2,382 3,77
Corpus Chnist State University, Texas 2,091 $4,664 $3,151
Lamar University, Texas 8,851 $3,035 T 54,968
Midwestern State University, Texas 3614 $2,637 $4.711
Pan American Umiversity, Texas 8,375 $1,974 $3,214
Prane View A&M Untversity, Texas 5,174 $2.431 $6,809
Sam Houston State University, Texas 10,097 $2,227 $3,908
Stephen F Ausun State University, Texas 11,277 52,379 $3,828
Southwest Texas State Umversity 17,282 $2,353 $31.879
Tarleton State Umversity, Texas 5113 $2,232 $4,284
Texas A&l University 3,150 $5,081 £8,437
Texas Southern University 7,449 $3,020 $5.769
Usmvarsity of Houston, Texas 4412 51,726 $4.213
Unvoreaty of Houston, Clear Lake, Texas 4,019 $3,350 56,228
Unmsversity of Texas, El Paso 11,686 $2,508 34,386
Unsversity of Texas, San Antomo 9,938 $2.405 $4,369
Unswersity of Texas, Tyler 2,450 33,367 $5,787
Waat Toxas State University 4,475 $2,514 $5,269
Chnistopher Newport College, Virginia 3,449 32372 $4,354
George Mason University, Virgima 13,759 $4,063 $7.081
Jamss Madison Umversity, Yirguua 10,139 $3,277 $5,507
Longwood College, Virgima 2,936 $2,928 $6,022
Mary Washington College, Virginia 3,019 $3,287 36,524
Nariolk Siate Umversity, Vingima 7,041 33,085 $5,743
Radiord University, Virginia 8,653 32,399 $4,987
Vaypguua State University 3,457 $3,300 $8,060
Ceantral Washington State University 6,620 $3,480 $6,314
Basiern Washington State University 7,062 $3,745 $7,293
Western Washington State University 8,902 $4,108 36,671

Notss  Adjusted Instructional Mission and General Operations Expenditures for the State University equal Reported and Direct Instructional Expends-
tures and student services expendtures, plus indirect costs equal to total acadenuc and insitutional administration and plant mantenance and
operation, less any overhead for separately funded research or public service  Please see Appendix B fora complets explanation of the definsttons
and calculations of these expendrure categories

Bource Integrated Postsecondary Education Data System (IPEDS) enrollment and finance data bases, 1989-90, and California Postsecondary Education
Cemmussion staff analysis.

state, while Display 9 on page 45 shows the average of expenditures for
each of the 12 states with those for the Califormia State University

Overall, for 1989-90 the State University’s nstructional expenditures were
somewhat above the average of institutions in the 12 states in this sample,
both in terms of Direct or Reported Instructional Expenditures, as well as
for Adjusted Instructional Mission and General Operations Expenditures
Specifically, in terms of Direct or Reported Instructional Expenditures,
the State University ranked second -- behind North Carolina -- among all
13 states including California (Display 10), with expenses 25 6 percent
above the average of the dozen other states In terms of Adjusted Instruc-
tional Mission or General Operations Expenditures, it ranked sixth (Display
11), and its expenses were 10 7 percent above the average of those states
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DISPLAY 9  Average Instructional Expendhitures per Full-Time-Equivalent Student of Public

Notes

Unversities with Missions Stnilar to That of the Califorma State U versity and
Located in 12 Major Industrial States, 1989-90

Full-Time- Reported and Direct Adjusted Instructional Misgion and

State Equivalent Enrollment Instructional Exoenditures  General Operations Expendrtures
Flonda 42,854 $3,702 $7.721
Illinois 43,507 $3,634 $7,720
Miclugan 88,955 $3,341 $6,316
Minnesota 53,680 $2,875 $5,008
New Jerscy 40,476 $3,829 $7.979
New York 144,245 $4.429 $7.834
North Carolina 61,912 $4,592 $7,683
Chio 23,647 $4,150 $7,302
Pennsylvama 73,759 $3,600 $6,859
Texas 124,622 $2,578 $4,629
Virginia 52,454 $3,318 $6,059
Washington 22,584 $3,310 $6,761
12-State Total/Average 772,694 $3,613 $6,674
The Califorma State University 271,183 $4,538 $7,386

Adyusied Instructional Mission and General Operations Expenditures for the State University equal Reported and Direct Instructional Expend)-
tures and student services expenditures, plus indirect costs equal to tolal academic and msututional adnumstration and plant maintenance and
operation, less any overhead for separately funded research er public service  Please see Appendix B fora complete explanation of the defimitions
and calculations of these expenditure categories

Source Dimsplay 8

DISPLAY 10 Direct and Reported Instructional Expenditures per Full-Time-Equivalent Student

of the Califorma State Umiversity Compared to the Averages of Mission-Similar
Public Universities in 12 Other Major Industrial States, 1989-90
$5,000

$4,500

$4,000
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$2,500
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DISPLAY 11 Adyusted Instructional Mission and General Operations Expenditures per Full-Time-
Equivalent Student of the Califorma State Umverstty Compared 1o the Averages of
Mission-Similar Public Umversiies in 12 Other Mayor Industrial States, 1989-90
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$6,000
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$1,000
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Source Displaya 8 and 9 1o



Comparison of the
University’s
instructional
expenditures

with those of its
faculty-salary
comparison
institutions

Instructional Expenditures
at the University of California

aged $8,647 per full-ime-equivalent student except for those at the

San Francisco campus (The Commission has excluded that campus
from this and other similar calculations in this report because of its focus
on lugh-cost health science education at the graduate level ) Based on the
University’s estimate that 45 7 percent of its faculty workload can be at-
tributed to research and public service activities, the Commussion estimates
the University’s Direct Instructional Expenditures as $4,695 per student at
its eight general campuses On the basis of these figures, the Commission
further estimates that the University’s Adjusted Instructional Mission Ex-
penditures at those campuses averaged $8,489 and that 1ts General
Operations Expenditures averaged $13,989

In 1989-90, the University’s Reported Instructional Expenditures aver-

These expenditure figures are generally lower than previous Commussion
estimates because they attempt to account for expenses previously classi-
fied as instructional in nature but that in fact are related to faculty
compensation for research and public service activities as well as to admin-
istrative and maintenance overhead related to these non-instructional
activities

Display 12 on page 48 provides detail of these expense categories on a
campus-by-campus basis, including for illustrative purposes the San Fran-
cisco campus As can be seen, that campus had Direct Instructional
Expenditures of $20,013 per full-time-equivalent student and Adjusted In-
structional Mission Expenditures of $32,901 -- due to 1ts exclusive
health-science focus and its emphasis on post-baccalareate programs

Since a large portion of the University’s expenditures are determined by
the cost of compensating its faculty, one obvious external comparison group
for instructional expenditures 1s the sample of institutions annually used to
benchmark its faculty salaries and its student/faculty ratios Since the State
seeks to set the Umversity’s faculty salanes near the average of these com-
parison institutions, and since faculty salanes combined with student/faculty
rat1os are the major determinant in establishing Direct Instructional Expen-
ditures and are a major factor in determining overall institutional expenses,
it would be expected that the University’s expenditures hover near the
average of its faculty-salary comparison group Display 13 on page 48
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DISPLAY 12 Instructional Expenditures of the Umiversity of Califorma per Full-Time-
Equivalent Student i 1989-90, by Campus

Full-Time-Eawvalent Enrollment Drect Reported In‘:l:i{l:ﬂ;ial General
Carnegre Health  Instructional  Instructional Mission  Operations
Campus Classification  Underpraduatg Graduate Science  Expenditures Expendriures Expenditures Expenditures
Berkeley Research 1 20,251 8,137 316 $4,112 $7.572 $8,020 $12,877
Davis Research 1 16,198 3,380 1,854 $4,983 $9,177 $8,632  $14,385
Irvine Research 1 12,302 1,919 1,094 $5,222 $9,616 $9,019  $14,824
Los Angeles Research 1 20,718 8,855 2,754 $6,334 $11,666 $10,697 $18,336
Riverside Doctoral 1 6,347 1,311 53 $3,5717 $6,587 $7,111 311,456
San Diego Research 1 13,446 2,010 1,127 $5,135 $9,457 $8,755 $14,534
San Francisco Research 1 0 639 3,600 $20,013 $36,857 $32,901 $58,802
Santa Barbara Research 2 15,683 2,109 0 $2,339 $5,228 $6,062 $9,396
Santa Cruz Doctoral 1 8,569 791 0 $2,976 $5,480 $6,379 $9,959
University of Califorma 113,514 28,512 7,198 $4,6956 $3,6479 $8,489  $£13,989

Note Please see Dusplay 13 for notes and source  The San Francizco campus 15 not included in the enrollmert totals or per-student expenditure averages

DISPLAY 13 Instruchonal Expenditures per Full-Time-Equivalent Student of the Faculty-Salary
Comparison Institutions for the Umversity of Califorma, 1989-90

Adjusted
Full-Time-Eaurvalent Enrollment Direct Reported  Instructional  General
Camegie Under- Health Instructional  Instructional Mission Operalions
Inzstitution Classification  praduate Graduate Scence Expendrtures  Expenditures Expenditures Expenditures
Public Insututions
SUNY at Buffalo Research 2 16,044 4,008 2,859 $3,574 $6,582 $6,026 $10,527

University of Ilhnois Research 1 26,225 9.096 304 $2,621 $4,828 $4,294 37,157
Umversity of Michugan  Resecarch 1 22,558 10,346 1,257 $4,506 $8,298 §$7076 $12,069
Umiveristy of Virgima Research 1 11,211 5,548 547 $4,296 $7,911 $6,987 $12,035

Independent Institutions

MIT Research 1 4,264 4,970 0 $8,301  $15,287 $14,314 $24 544
Stanford University Research 1 6,531 5,791 596 $8,765 816,141 $14923 $25417
Harvard Umiversity Research 1 6,848 9626 665 $8478 $15613 516,026 $27,157
Yale University Research 1 5,252 4,730 421  $13,350  $24,586 $21,195 $36,587
All Faculty-Salary Companson Institutions 98,933 54,115 6,649 $5495 310,120 $9,229  $15,766
Independent Companson Inshtutions 22,895 25117 1,682 $9,539 $17,568 $16,503 $28.193
Public Companison Institutions 76,038 28998 4,967 $3,668 $6,756  $5942  $10,152
Untversity of Califorma 113,514 28,512 7,198 $4,695 358,647 $8.489 $13,989

Notes  Direct Instructronal Expenditures reflect Reported Instructional Expenditures less faculty compensation relaled to research and pubhec service
Adjusted Instructional Mission Expenditures reflect Direct Instrucuona! Expenditures plus student services, adjusted acadenmc support, metitutional
supporl, and maintenance and operation of plant.

General Operations Expenditures include Reported Instructional Expenditures plus academic support, institutional support, student services, and
mamienance and operation of plant

Adjustments 1 reported acadenuc and wnstitutional support and maimenance of plant expenditures were made Lo account for costs in these
categories related to research and public service

Source Al data obtaned directly from mstitutions listed, with the San Francisco campus of the Unrversity of California excluded from the data for the
University
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DISPLAY 14

518,000
$16,000
$14,000
312,000
$10,000

$2,000

shows that this 1s indeed the case, although great vanation exists between
the Unwversity’s public and independent faculty-salary comparison groups

In 1989-90, the University’s Reported and Direct Instructional Expendi-
tures were both 14 6 percent lower than simular expenses for the average
of its eight-university faculty-salary comparison group When compared
to only the four independent universities in this group -- Harvard, MIT,
Stanford, and Yale -- 1ts expenses were SO 8 percent lower than their aver-
age, as tllustrated in Display 14 When compared to the four public
mstitutions in the group -- the State University of New York, Buffalo, and
the Universities of Ilhnots (Urbana-Champaign), Michigan (Ann Arbor),
and Virgima (Charlottesville) -- its expenses were 28 0 percent higher

Durect and Reported Instructional Expenditures per Full-Time-Equivalent Student
of the Umversity of Califorma and 1ts Independent and Public Faculty-Salary
Comparison Institutions, 1989-90

Universuity Four Independent Faculty-  Four Pubhc Faculty-Salary All Eight Faculty-Salary
of Califorrua Salary Companson Insiiulions  Comparison lustitulions Comparison Institulions

Note Durect Instructional Cxpenditures reflect Reporied Instructional Expenditures less faculty compensation related to research and public service,

Source Display 13

Simular relationships exist between the Umversity’s Adjusted Instructional
Mission Expenditures and General Operations Expenditures and those of
its faculty-salary comparison group (Display 15, page 50) In these cases,
its expenditures were 8 0 and 11 3 percent below the average for the over-
all group, respectively  Simular to the Reported and Direct Instructional
Expenditure figures, the University’s Adjusted Instructional Mission Ex-
penditures were 48 6 percent below the average of the four independent
institutions, and its General Operations Expenditures were 50 4 percent
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DISPLAY 15 Adjusted Instructional Mission and General Operations Expenditures per Full-
Time-Equivalent Student of the Umiversity of Califorma and its Independent
and Public Faculty-Salary Comparison Institutions, 1989-90

$30,000
£25,000
$20,000
$15,000
 $10,000

$5,000

Scurce [heplay 13

Comparison
of the University’s
instructional costs

with those
of mission-similar
universities

Unversity Four Independert Faculty-  Four Paithc Fasuky-Salery  All Eight Faculty-Salary
of California Salary Comparison Insitutions  Compariwen Institubens ~ Comparison Institutions

Note  Adjusted Instructional Mission Expenditures reflect General Operations Expendatures lass firculty compensation and indirect expenses related 1o
research and public service

below Conversely, compared to the four public institutions, its expendi-
tures were 42 9 percent higher (Adjusted Instructional Mission
Expenditures) and 36 5 percent higher (General Operations Expenditures)

For a broader sample of institutions than the University’s eight faculty-
salary comparison universities, the Commission gathered instructional
expenditure data from a nationwide group of 60 major public and indepen-
dent universities that were classified by the Carnegie Commussion on Higher
Education as particularly research onented (‘‘Research 1) (The cnitena
for classifying these istitutions are outhined on pages 30-33 above, and
Display 16 on the next two pages lists all of these mstitutions by pubhc/
independent status and state ) Overall, the University had Direct and Re-
ported Instructional Expenditures 7 6 percent above the average of ths
group as a whole Its Adjusted Instructional Mission Expenditures were
15 5 percent higher, and its General Operations Expenditures were 18 9
percent higher

Companng the Umiversity separately against the pubhc and the indepen-
dent universities in this national sample reveals somewhat similar
relationships to those seen with the University’s faculty-salary comparison
mstitutions The University’s expenses were significantly lower than those



DISPLAY 16  Instructional Expenditures per Full-Time-Equivalent Student of *‘Research 1"
Universities and Campuses of the University of Califormia, 1989-90, Listed
Alphabenically by State in Public and Independent Categories

Adyusted
Darcol Reported Instrugtional Genoral
Instructional  Instructional Misuon Oporations
Camegio FIE Expenditorcs  Expenditures  Expenditres  Expenditures

Instrtution Clasafication  Enrollmeat per FTE per FTE per FTE per FTE
Public Institunons
Unrversity of Arizona Ressarch 1 30,011 $3,062 $5.639 $4,838 $3,351
University of Califorma, Berkeley Rescarch 1 28,704 $4,112 $7.572 $8,020°  $12.877
University of California, Davia Research 1 21,432 $4,983 39,177 $8,632 $14,385
Umversity of California, Irvine Research 1 15,315 $5222 89616 $9.019 $14.824
Untvermity of Califorma, Los Angeles Rescarch 1 32,327 $6,334 £11,666 $10,697 £18,336
University of Califormia, Riverside Doctoral 1 7,711 £3.577 $6,587 $7.111 $11,456
Unsversity of Califormua, Sen Diego Rescarch 1 16,583 $5,135 $9.457 $8,755 $14,534
Umversity of Califorma, San Francisco Research 1 3,639 $20,013 $36,357 $32,501 $58,802
Umveraity of Califorma, Santa Barbarn Rescarch2 17,792 $2,839 $5,228 36,062 $9,39
University of Californua, Santa Cruz Doctoral 1 9,360 $2,976 $5,480 $6,379 $9,959
Colorado State University Rescarch 1 18,735 52,654 $4,888 $4,054 £6.940
Umiversity of Colorado at Boulder Rescarch1 22,564 $2,448 $4.509 $4,501 $7,262
Umiversity of Connecticut Rosearch 1 20,372 $2,534 $4,667 $5.488 $3,868
Umversity of Flonda Research 1 30,338 $3,931 $7,240 $5.813 59,981
Untversity of Georgia Research 1 24,634 $2,346 34,320 $3.480 $6,070
University of Hawau at Manoa Rasearch 1 15,048 $3,778 $6,957 $5,729 $9.770
University of Ilmois at Chicago Research 1 19,755 $4.419 $8,138 57,184 $12,603
Umversity of Ilinms at Urbana Roscarch1 35,625 $2.621 $4.828 $4.294 $7.157
Indiena University, Bloomngton Research 1 31,187 $2,703 $4,977 $4,948 $8.324
Purdue Unrversity (Main Campus), Inchana Roscarch1 33,392 $3,112 $5,731 $4,370 $7.744
University of Towa Research 1| 25,108 53,643 $6,709 $5.691 $9,728
Unnversity of Kentucky Research 1 18,753 33,480 $6,408 $5,320 39,118
Lowsiana State University and A&M Center Research | 23,468 $2.076 $3.824 $2,978 $5,263
Umiversity of Maryland, Coilege Park Research 1 29,657 $2,786 $5,130 $4.830 38,153
Miclugan State University Research | 34,161 $3,712 $6,835 $5.217 $9.049
Umveraity of Michigan, Ann Arbor Research | 34,151 $4,395 $8,094 $7.461 £12,565
Umiversity of Minnesota, Twin Cities Rescarch 1 36,843 $4,355 $8,389 $7.153 $12,201
Unirversity of Missoun, Columbia Research 1 21,535 $3,234 $5,955 $4.769 $8,159
Norih Carclina State University at Raleigh Rescarch 1 20,560 $3,381 36,227 34,599 38,115
Unrversity of North Carolina at Chapel Hilt Research | 20,811 $6,029 311,104 $7.815 $14,031
Ruigers University at New Brunswick, New Jersey Research 1 27,094 54318 $7,952 $7,937 $13.258
New Mexico State Unrversity, Mamn Campus Rescarch | 11,741 51,834 $3,378 $2,884 $4,724
University of New Mexico, Mam Campus Research1 18,405 $2,506 $4,615 $3.742 $5.393
SUNY at Stony Brook Research I 13,909 $4.821 $8.878 $7.885 313,719
Olo State University, Mamn Campus Research | 45,277 $3,796 $6,990 $5.616 $9,731
University of Cuaneinnat (Mam Campus), Ohio Research 1 23,649 $3,395 $6,253 $5,199 $3,994
Oregon State Umiversity Rescarch 1 14,943 32,265 $4,172 $3,440 35,902
Pennsylvama State Univermty, Mam Campus Rescarch 1 34,827 $2,590 $4.770 $4.198 $7.168
University of Pattsburgh (Mam Campus), Pennsylvama Research | 21,853 $4,046 $7.452 £6,946 $11,712
University of Tennessee, Knoxville Research1 21,258 $2,945 $5.424 $4.716 $7,900
Texas A&M Umiversity Research 1 37,568 $2,619 $4,824 $3.847 $6,349
Utuversity of Texas at Ausun Rosearch 1 45,739 $2,449 $4,511 33,612 36,317
Unzversity of Utah Research 1 18,388 33,109 $5,726 34,664 38,016
University of Virgima, Main Campus Ressarch | 17,306 $4.295 §7.910 $6,987 312,035
Virgima Polytechmc Insutute and State University Rescarch ] 22,611 £3,127 §5,758 $4.431 $7.757
Unsversity of Washington Rescarch 1 28,883 $5.218 $9.610 §7.598 $13,538
University of Wisconsin, Madison Research 1 38,864 32,947 35427 $4,588 $7,738

{confmued)
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DISPLAY 16, concluded

|
Campaoa

Independent Instituiions
Stanford Umversity, Califorma
Califormua Institute of Technology
University of Southern California
Yale Univeraity, Connecticut
Umversity of Miamn, Flonda
Northwestern Unuversity, lllinons
Umiversity of Chicago, Illmois
Johns Hopkins Unaversity, Maryland
Boston Umiversity, Massachusetts
Harvard University, Massachusetts
Massachusetts Institute of Technology
Washmgton University, Missoun
Duke Ungversity, North Carolina
Princeton University, New Jorsey
Columbia Unyversity mn the City of New York, New York
Cernell University Endowed Colleges, New Yark
MNew York Unaversity
Untversity of Rochester, New York
Casp Western Reserve Umversity, Chuo
Camegie Mellon Umiversity, Pennsylvama
Unrversity of Pennsylvama

Camegre FTE
Clasufi Earoll
Resoarch 1 12,918
Ressarch 1 1,823
Rescarch 1 23,110
Research | 10,403
Rescarch | 12,373
Ressarch I 14,495
Research 1 9,559
Research 1 8328
Research | 23,691
Research | 17,139
Research 1 9,234
Resoarch 1 9,163
Research | 10,472
Research 1 6,391
Research | 14,965
Research 1 11,664
Rasearch 1 23,176
Research 1 8,050
Ressarch 1 6,091
Research | 6,288
Research | 19,342
Research ! 8,526

Adyusted
Dareat Reported Instructional

Imtruchional  Tnatructional Mission

Expend Expendity Expendits

per FIE per FTE per FTE
$8,765 $16,141 $18,040
$159,043 $35,070 $32,838
$5,548 310,217 $10,395
$13,350 $24,586 52533
$5,323 £9,803 $£9.509
56,610 $12,173 $11,441
$13,487 $24,838 $20,166
$20,959 $38,598 533,269
$4,539 38,359 $10,407
£8,478 515613 520,022
$8,301 $15,287 $17.558
$16,185 $29,806 $25,550
38,187 $15078 $14,897
36,542 312,047 $15,863
39,014 $16,600 $13,011
£5,838 $10,751 $12,483
$7.329 $13,498 $14,691
$7,242 $13,337 313,209
$6,621 $12,194 $12,959
$7,022 $12.93] $11,930
$6,467 11,910 512,99
$£6,044 11,11 $10,519

325417
$48,865
$15.064
336,587
313,989
$17,004
$31,517
$50,90%
$14,227
$27,157
$24,544
$39,11
$21.788
$21,368
320,597
$17.395
$20,860
$15,304
$18,531
$17,839
518,439
815,6?6

Notes  Direct Instructional Expenditures reflect Reportad Instructional Expenditures less faculty compensation related to research and public service
Adjusted Instructional Mussion Expenditures reflect Direct Instructional Expenditures plus student services, adjusted academic support, nstrational

support, and mantenance and operation of plant.

General Operations Expenditures mclude Reported Instructional Expenditures plus acadenuc support, mstitutional support, student services, and

manienance and operation of plant.

Adustmenis m reported acadernic and institutional support and mantenance of plant expenditures were made to account for costs i these

categones related to research and public service

The only *‘Research 1" mnstrtution net wcluded m this list because of msufficient data for 1989-90 18 Georgia Instituie of Technology

Source  All dala obtawned directly from institutions hated

for the average of the 22 independent universities in the sample but some-
what above those for the 38 public universities Specifically, compared to
the average of the independent institutions, its Direct and Reported In-
structional Expenditures were 42 4 percent less, 1ts Adjusted Instructional
Muission Expenditures 44 3 percent less, and its General Operations Ex-
penditures 36 7 percent less
Instructional Expenditures were 40 5 percent higher than the average of
the public institutions, while its Adjusted Instructional Mission and Gen-
eral Operations Expenditures were 62 7 percent and 56 1 percent higher,
respectively Displays 17 and 18 show these differences graphically

n

In contrast, 1ts Direct and Reported



DISPLAY 17 Direct and Reported Instructional Expenditures per Full-Time-Equivalent Student
of the Umversity of California and 60 *‘Research 1'' Universities, 1989-90

$16,000
$14,000 I Direct Instructional Expendituces
$12,000 i &N Reported Instructional Expenditures
$10,000
58,000
56,000
$4,000
52,000
0
o University 22 Independemnt 38 Pubmi All 60 **Research
of Cahforma **Research 1'" Umversities 1" Umiversities 1" Universities

Note Direct Instructional Expenditures reflect Reported Instructional Expenditures less faculty compensation relatad 1o research and pubhic service.

Source Dhsplay 16

DISPLAY 18 Adjyusted Instructional Mission and General Operations Expenditures per Full-
Time-Equivalent Student of the University of Califorma and 60 ‘‘Research I’
Universities, 1989-90

$23,000

$20,000

$15,000

§10,000

$5,000

e
University 22 Independent 38 Public **Reszarch All 6¢ “*Research
of Califorma “'Rasearch 1°* Umversities 1" Universities 1" Umiversities

Nota  Adgusted Instructional Mission Expenditures reflect General Operations Expenditures less faculty compensation and indirect expensas related to
rescarch and public service

Source Duplay 16
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California
Community Colleges

Trends in California Public
Higher Education Revenue

not direct the Commussion to conduct a comparative examnation
of revenue trends as well as nstructional costs, but the Commus-
sion has found it important to undertake this analysis for three reasons

r I \he Supplemental Budget Language that called for this report did

1 Inconducting its national comparisons of institutional expenditures for
1989-90, the Commission had neither the time nor the resources to
expand the scope of the study to examine trends in these expenditures
up to that year However, reliable long-term data on revenue trends
are readily available, and while they are not a perfect proxy for those
expenditure data, they provide an important long-term context to the
one-year expenditure data contamed in this report

2 Because the 1989-90 year immediately preceded three disastrous bud-
get years for California, 1t was imperative that the Commission do what-
ever it could to indicate how the relative position of the California State
University and the University of California may have changed since
then in companson to the other institutions analyzed in this study Be-
cause obtaining revenues necessarily precedes their spending, revenue
data invariably becomes available more rapidly than expenditure data
In this section of the report, the Commussion therefore uses revenue
data through 1992-93 1n an attempt to infer how the comparative finan-
cial condition of California’s public universities have changed since 1989-
90

3 While expenditure data provides the clearest indication of the mstizu-
tional cost of providing educational services, state appropriations to
higher education provide the clearest indication of the state 's cost of
supporting these institutions Analysis of state appropriations, as called
for in the Supplemental Language, and other revenues provided to higher
education can thus add an important dimension to understanding the
financial profiles of academic 1nstitutions

The major recent event in revenue trends of the California Community
Colleges is that local assistance funds per full-time-equivalent student
dropped precipitously throughout the community college system in direct
response to Proposition 13, the historic initiative approved by California’s
voters in 1978 and limited the amount that property owners must pay in
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local taxes Until then, the majority of community college funding in Cali-
fornia came from the local property-tax base To alleviate the significant
shortfalls in local property-based revenue, the State significantly increased
its General Fund allocations to its commumnity college districts beginning
with the 1978-79 budget year, as Display 19 shows

DISPLAY 19  Selected Sources of Funds for Current
Operations of the Califorma Commumty Colleges in
Constant 1992 Dollars per Full-Time-Equivalent
Student, 1970-71 Through 1992-93

88.50C
22,000 Stats General Fund
$1,500
$1.000 Locad Property Taxes
$800 ’
30 Lottery Punds

\Q.‘Q ,\c;\b . qd: \# \é) j State Mandatory Fees

Source Commmssion staff analys:s of data contained in the Governor's Budget and
Legislative Analyst’s Budget Analysis, 1969-70 through 1992-93, and supplemental
nformation.

DISPLAY 20 Percent Change m Funding for the
Califorma Commumty Colleges from the State General
Fund and Local Tax Revenue, 1970-71 through 1992-
93, mm Constant 1992 Dollars per Full-Time-Equivalent
Student

100%
0%
a0%

-20% —
-40%
-A0%

Local Tax Revenue Total

Generél Fund
| 92 1% | 513% | 13% |

Source Comumssion staff analysis of data contained 1n the Governor’s Budgel and

Legislative Analyst’s Budget Analyms, 1969-70 through 1592-93, and supplemental
information

Despite this large shuft in the sources
of funds for the community colleges,
the trends shown n Display 19 indi-
cate that the commumty colleges have
maintained relatively constant total rev-
enues per full-time-equivalent student
during the past two decades, although
in the most recent three-year period
total resources for the system have im-
proved This modest improvement,
which has helped maintain relatively
constant revenues for the community
colleges on a per-student basis, 1s a
function of Proposition 98 in 1990,
which sought to guarantee the State’s
public schools and the community col-
leges a consistent share of the State’s
total General Fund revenues

Between 1970-71 and 1992-93, full-
time-equivalent enrollment increased
by 56 8 percent in the community col-
leges Display 20 shows that dunng
this same period, State General Funds
per full-time-equivalent student in-
creased by 92 1 percent, while local tax
revenue decreased by 51 3 percent in
terms of 1992 Consumer Price Index-
adjusted dollars

Although intended to supplement state
and local allocations to the community
college districts, California Lottery rev-
enues per student have been insignifi-
cant, and have provided the commu-
nity colleges with only a marginal
supplement to its revenue base. Rev-
enues generated from fees have also
been mimmal Recently, annual stu-
dent fee revenues have remained con-
stant at about $100 per student



The California
State University

Even though the community colleges’ revenue trends appear somewhat
more optimistic than those for California’s two public universities, the col-
leges still face monumental challenges in the future At best, the commu-
nity colleges can expect local assistance funds to increase modestly, while
General Fund revenues can be expected to grow consistent with overall
growth 1n the State General Fund Recent budget proposals, however,
indicate a likely shift from General Fund support for community colleges
to a greater reliance on local assistance funds The challenge for the col-
leges anses in the fact that long-range enrollment projections point to en-
rollment growth at rates significantly higher than the combined increases in
local assistance and the State General Fund In addition, if the crisis facing
the universities forces them to continue increasing student fees or limit
student access significantly below Master Plan guidelines, enrollment pres-
sure in the community colleges will increase even further If these projec-
tions bear out, the community colleges face the same dilemma as the un-
versities They must either significantly increase student fees, limut student
access, or decrease per-student expenditures

After reaching a peak in the late 1980s, State General Funds per full-time-
equivalent student at the State University have declined steadily in con-
stant 1992 dollars, and student fees have been raised substantially in an
effort to partially offset those reductions (Display 21) Lottery revenues
per full-time-equivalent student have been insignificant and have not as-
sisted the State Unuversity in recovering any of the declines 1n State Gen-
eral Fund revenue

Display 22 on page 58 shows that
between 1970-71 and 1992-93,
State General Funds for the State

DISPLAY 21 Selected Sources of Funds for Current Opera-
tions of the Califorma State Umversity in Constant 1992
Dollars per Full-Time-Equivalent Student, 1970-71 Through
1992-93

Dolars in Thousands
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Source Commussicn staff’ analysis of data contained i the Governer’s Budget and Legslative
Analyst's
Budget Analysis, 1969-70 through 1992-93, and supplemental information.

University per full-time-equivalent
student decreased by 6 O percent,
while student fees increased by
174 1 percent For all selected
fund sources under analysis, total
revenues per student increased by
14 7 percent over this 22-year pe-
riod

Dusplay 23 indicates that since
1989-90 -- the year employed for
the expenditures portion of this
study, State General Fund revenues
per student have decreased each
year through 1992-93  Specifi-
cally, the level of per-student State
support the State University 1s re-
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DISPLAY 22 Percent Change in Funding for the Califorma State
University by Major Revenue Source i Constant 1992 Dollars
per Full-Time-Equivalent Student, 1970-71 Through 1992-93
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Source Commussion staff analyss of data comained in the Governor’s Budget and Logsiative
Analyst’s Budget Analysis, 1969-70 through 1992-93, and supplemental information.

DISPLAY 23 Percent Change i Funding for the Califorma State
Umiversity by Major Revenue Source in Consiant 1992 Dollars
per Full-Time-Equivalent Student, 1989-90 Through 1992-93

Seudent Feea/Oiver Totat
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Source Commussion staff analysis of data contaned m the Governor's Budget and Legislaiive Analyst’s

Budget Analysie, 1989-90 through 1992-93, and supplemental information.

DISPLAY 24 Percent Change in State Appropriations for the Califorma
State University and Its 15 Public Faculty-Salary Comparison Institutions

per Full-Time-Equivalent Student, 1989-90 Through 1992-93

ceiving this year is 19 7 per-
cent below the amount it re-
cerved just three years ago in
1989, and total revenues have
declined 10 9 percent over
that penod

Comparing the State Univer-
sity to its 14 public faculty-
salary comparison institu-
tions in terms of changes in
state appropriations since
1989-90, the State University
ranks twelfth, with a 7 7 per-
cent decline (Display 24)

The University of Nevada,
Reno, heads the list with a
39 6 percent increase, fol-
lowed by Anizona State Uni-
versity with a 17 7 percent in-
crease The California State
University was trailed by
Rutgers University, Newark
(-8 1 percent), the University
of Maryland, Baltimore
County (-11 5 percent), the
University of Connecticut
(11 8 percent), and George
Mason University  (-13 3
percent)

Taken as a whole,
since 1989-90 the
comparison group
experienced an av-
erage increase in

Umversity of Nevada, Reno +39 6% Cleveland State University -22% state appropria-
Anzona State University +177  Thnois State Umversity 43

University of Wisconsmn, Milwaukee +122  The Califormia State University 77 tions of 2 5 per-
Grorgia State Umversity +96  Rutgers University College at Newark 81 cent, compared to
Wayne State University +89  University of Maryland, Baltimore County -11 $ the 7 7 percent de-
Unuversity of Texas, Arhington +73  Unwersity of Connecticut 118 cline expenienced
North Carolina State University +45  George Mason Umversity -133 by the State Uni-
University of Colorado, Denver +27 ve rsity over the

State Umversity of New York at Albany -1 5
Source Commmussian siaff analyeis.
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Mean, excluding the State Umiversity
Mean, including the State University
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University  Therevenue trends of the Umversity of Cahformia are very similar to those
of California  described for the Califorrua State University Display 25 shows that after
reaching a peak in the mid 1980s, State General Funds per full-time-equiva-

lent student in constant 1992 dollars declined steadily at the University

During this same penod, student fees increased substantially Lottery reven-

DISPLAY 25 Selected Sources of Funds for Current
Operations of the Unmversity of Califorma in Constant 1992
Dollars per Full-Time-Equivalent Student, 1970-71 Through
1992-93
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Scurce Commussion siaff analysis of data contained in the Governor’s Budget and Legislative
Analyst's Budget Analysis, 1967-68 through 1992-93, and supplemental information

DISPILAY 26 Percent Change in Funding for the University of
Califorma by Major Revenue Source in Constant 1992 Dollars
per Full-Time-Equivalent Student, 1970-71 Through 1992-93
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Source Commussion staff analysis of data contained i the Governor’s Budget and Legiglative
Analyst's Budget Analysis, 1967-68 through 1992-93, and supplemental infermation

ues have remained insignificant
and have not assisted the Uni-
versity in recovering any of the
reductions in its State General
Fund allocations In fact, in
recent years lottery revenues
have actually dechned 1n con-
stant dollars

Display 26 shows that at the
University between 1970-71
and 1992-93, State General
Funds per full-time-equivalent
student actually decreased by
4 0 percent, while student fees
on a per-student basis in-
creased by 146 9 percent De-
tailed data show that for the
past seven years since 1986-87,
the amount of State General
Funds per student have de-
clined in every subsequent year

Display 27 on page 58 shows
that since 1989-90, the Uni-
versity’s student fee revenue
per full-time-equivalent student
has increased by 105 percent
while 1ts State General Funds
have declined by 19 7 percent
For all fund sources examimed
in this analysis, total constant-
dollar revenue has dechined on
a per-student basis by 10 5 per-
cent

Comparing trends in the Um-
versity of California’s General
Fund appropriations since
1989-90 with those for its four
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DISPLAY 27 Percent Change in Funding for the Unmversity of p“b]fc fflCUIt}’-Sﬂla.ry compari-
Califorma by Major Reverue Source m Constant 1992 Dollars son institutions, Display 28 m-

per Full-Time-Equivalent Student, 1989-90 Through 1992-93 dicates that the Umiversity

ranks fourth out of five, traled

120% | only by the University of Vir-
100%

gimia, which suffered an 18 1

|

80% percent loss in state funds over
60% :
the same period The
40% — )
0% University’s 9 4 percent reduc-
0% tion in State general fund ap-
20% propnations also contrasts
-40% - sharply to the 1 0 percent av-

General Fund Student Fees Total

erage decline experienced by
| 19 7% f 105% i -10 5% |

o the four faculty-salary com-

Source Comrrussion staff analysis of data contaned 1 the Governor’s Budgel and Legislative panson institutions as a group
Analyst's Budgel Analysis, 1989-90 through 1992-93, and supplemental infermation.

Companing changes in state
DISPLAY 28 Percent Change in State Appropriations for the appropriations for both the

University of Califorma and Its Four Public Faculty-Salary Califorma State Umversity and

Comparison Institutions per Full-Time-Equivalent Student, the Umiversity of Califorma

1989-90 Through 1992-93 since 1989-90 with changes in
Unversity of Michigan, Ann Arbor 91% state hugher education appro-
State University of New York at Buffalo 09 priations 10 12 major industrial
Untversity of llnots, Urbana-Champaign 31 states provides a general indi-
Umversity of Califormia 94 cation of how the University
University of Virgiuia 131 and the State University’s fis-
Mean, excluding the University of Califorrua 10

cal conditions may have

M luding the U f Calf: -
can, icluding the Universtty of California 70 changed relative to the rest of
Source Commussion staff analysia. the nation since 1989-90 Dis-
play 29 indicates that state
DISPLAY 29 Percent Change mn State Appropriations for higher ed}Jcatlon appropria-
Higher Education in 13 Major Industrial States, 1989-90 tions declined by 3 7 percent
Through 1992-93, with the Califorma State Umversity and over the same period for those
the Umversity of Caltforma Shown for Illustrative Purposes 12 states Vfashmgmn heads
the comparison with an in-
Washington +14 3% Otuo 35 crease in state appropnations
Machigan +93 The Califorma State University -7 7 of 14 3 percent, while only
Texas 58 Flonda 91 .
Virginia and New York trail-
North Carolina +54 Umiversity of Califormuia 94 . R
New Jersey a3 Caltforma 18 ing Califorma’s overall decline
Minnesota 220 Virginia 142 of 11 8 percent with declines
Pennsylvania +14 New York 156 of 14 2 percent, and 15 6 per-
Tlnois 04 Mean of 12 other states 37 cent, respectively

Source Commussion staff analyms
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Summary

Although this analysis is far from defimtive, it indicates that the relative
fiscal condition of Califorma’s two public universities has deteniorated since
1989-90, both in comparison with the California Community Colleges and
with comparison groups of institutions elsewhere in the country Because
State appropriations constitute a considerable portion of both universities’
budgets, 1t seems likely that their comparative position vis-a-vis other uni-
versities in terms of instructional expenditures has not improved over the
same period Indeed, as the rest of the country begins to emerge from the
recent recession while Califorma faces another multi-billion dollar State
deficit in 1993-94, it 1s unhikely that the comparative position of Califormia’s
mstitutions will improve soon, either in terms of State appropriations or
institutional expenditures for instruction
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Next Steps
in the Commission’s Analysis
of Instructional Costs

HE Commussion foresees several steps that are both necessary and
desirable as 1t continues 1ts analysis of instructional expenditures
and approprniations

+ One1s simply to refine and extend over time the analysis of institutional
expenditures for instruction in California public higher education that it
has begun tn this report Because of limited resources, the Commission
was able to make comparisons i this study only for 1989-90 -- the
most recent year for which institutional expenditure data were avail-
able Inthe future, it anticipates examining changes in these expenditure
patterns as more recent data become available

+ A second step 1s to integrate more closely the Commussion’s analyses
of expenditure trends with those of revenue trends Institutional costs
are not incurred 1n a vacuum -- they are almost entirely dependent on
the availlability of revenues Thus as the Commission begins to examine
changes n expenditures over time, it will be essential to know how
increases or decreases in available revenues affect these observed spend-
ing changes -- particularly in light of likely unrelenting revenue shortfalls
for California higher education over the next several years

* Third, the Commission hopes to integrate these revenue and expendi-
ture analyses with long-range enrollment projections By tying revenue
forecasts to enrollment projections, 1t should be possible to estimate
how the future availability of funds s likely to translate on the expendi-
ture side of the budget on a per-student basis This integration of
revenue, expenditure, and enrollment projections could be valuable at
the State, system, and campus levels as a means to develop contingency
plans for coping simultaneously with both increasing enroflment de-
mand and multi-year budget shortfalls

* Fourth and finally, the Commission seeks to work cooperatively with
the systems in analyzing with more detail the factors that determine the
cost of nstruction If the only 1ssue requiring analysis were to project
the revenue levels necessary to accommodate enroliment growth based
on historic per-student expenditure levels, the information from the pre-
viously suggested areas of inquiry would be adequate But the

63



64

Reasons

for analyzing

the factors that
affect instructional
expenditures

Commission senses general agreement in the educational community as
well as in government that ‘‘business as usual’® will not suffice for
higher education in this difficult fiscal climate In the following para-
graphs, the Commussion explains the rationale underpinning its belief
that more detailed analysis is essential in its continuing effort to exam-
ine the factors that determine the cost of instruction

The Commussion has repeatedly pointed to dramatic enrollment pressure
facing California higher education in the coming years (1990, 1991, 1992a,
1992b) Coupled with the likelthood that State revenues will be unable to
keep pace with the budget augmentations historically related to enrollment
growth, this explosion of enrollment demand leads to the consideration of
three general types of options for Califormia higher education (1) increas-
ing non-governmental revenues, (2) reducing the number of students
enrolled, or (3) increasing institutional productivity, resulting in lower per-
student expenditures

Regarding the first of these options -- increasing non-governmental rev-
enues -- the State has charged the Commussion to work with a wide-ranging
advisory group to develop recommendations for change 1n the major source
of these funds student fees The Commussion expects to submut its views
later this year on a series of alternative student fee and financial aid policies
stemming from that project, for consideration by the public, educators, the
Legslature, and the executive branch of State government Yet general
agreement exists that continually raising fees, regardless of building 1n pro-
tections of increased financial aid, cannot by itself solve California’s problem
of adequately financing higher education

Regarding the second option -- that of reducing access, State and system
policy makers are already seriously considering limiting enrollment to lev-
els signficantly below current demand projections This should not be
surprising, since imiting enrollment has a surface attractiveness It en-
ables nstitutions to accommodate a static or declining revenue base while
maintaining, to the extent possible, current per-student expenditures Be-
cause 1t has the effect of spreading available funds over fewer students,
this alternative represents the least disruptive option with regard to higher
education’s current instructional and general institutional practices As a
budgetary strategy, it preserves the current shape and routine of current
mstructional practices, albeit on a more limited scale

However, limiting access is probably the most disruptive option for stu-
dents of any of the three The Commussion believes 1t would have such
severe economic and social consequences for California that even though
some limits on enrollment may be inevitable, given the depth of the State’s
budget crists, for the long run 1t should be seen only as a last resort after all

strategies for raising revenues and reducing per-student costs have been
explored



Analyzing cost
centers of
instruction

While limiting enrollment 1s certainly not ‘‘business as usual’” as far as
historic access policies are concerned, from an institutional point of view
Limiting enrollment 1s far more status-quo oriented than the third option of
reducing per-student expenditures That option invanably raises the possi-
bility of diminished educational quality, but on the assumption that
institutions may be able to reduce per-student expenditures at least a bit
without sacrificing quality, the Commussion believes that this alternative
must be carefully examined prior to systematically imiting student access
in response to chronic budget cuts

Obviously a systematic search for new efficiencies in per-student expendi-
tures will identify strategies that would have negative effects on educational
quality, and the Commission holds that those proposed strategies should
be rejected out of hand However, given the depth of the current fiscal
crsts 1t does not seem reasonable, prior to such a careful examination, to
assume that a linear and unmutable relation exists between lower per-stu-
dent expenditures and lower educational quality In the current fiscal
environment, no one can afford to assume, de facto, that one absolutely
must follow the other

In short, because of the likelihood of future chronic limitations 1n available
revenue, an exhaustive search for alternatives to business-as-usual neces-
sarily includes 1dentifinng how per-student expenditures might be reduced
without endangening institutional quality And the only way to identify
options for changing per-student expenditure levels, independent of their
historic relationship to available revenues, is to go beyond analyses of the
interaction between revenues and expenses to the question of what these
expenditures actually buy

It may be obvious, but there 1s only one way to fully understand why colle-
giate instruction costs what 1t does -- by defining with some precision how
these funds are actually spent If State resources and student fees cannot
underwrite all desirable nstructional possibilities, then an analysis of the
specific cost centers that comprise overall institutional costs will be central
to providing policy makers wath guidance both as to the imits of potential
reductions, given the State’s commitment to educational quality, as well as
how less-essential expenditures might be most responsibly contained

As a starting point, 1t is well known that institutions devote the vast major-
ity of their instructional resources to salary and related compensation for
faculty and other nstructionally related staff When faculty and staff com-
pensation 1s tied to student/faculty ratios, faculty and staff workload policies,
and particular instructional levels and mixes of programs, then the over-
whelming majonty of instructional costs can be accounted for

Given thus fact, if future revenues are hkely to be insufficient to accommo-
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date both projected enrollment demand and historic per-student expendi-
tures, then 1t follows that adjustments in compensation, staffing, workload
policies, and instructional emphasis by level and program mix represent
the heart of the few options that are available to significantly change per
student expenditure patterns To examine the potential for enhancing 1n-
stitutional productivity, the systems and the Commission will of necessity
have to analyze how instructional expenditures translate into compensa-
tion, staffing, and workload patterns for faculty and other staff by
instructional level and, to the greatest extent possible, by program area

Without this information 1t will not be possible to identify or assess pos-
sible alternatives to the current expenditure patterns in California higher
education In addition, and to lugher education’s benefit, when these data
are available they will provide institutions and the Commussion with timely
and compelling documentation of the deleterious effects of ongoing bud-
get reductions Without such a careful examination, once all one-time
approaches (such as early retirement plans) have been exhausted, then the
only remainung options for accommodating State revenue cuts will be to
raise student fees or limit enrollment

The Commussion does not attempt to prejudge the potential benefits of
pursuing specific strategies that result in lower per-student expenditures,
or the negative 1mpact that some adjustments might have on instructional
quality or the attainment of other institutional missions But given the
certamnty of significant reductions 1n student access if revenue levels do not
increase and per-student expenditures are not reduced, a careful analysis
of these cost-containment strategies is warranted Thus the Commisston
holds that the relations between instructional expenditures and current com-
pensation policies, staffing patterns, workload practices, and mstructional
emphasis by level and program mix are all central to its ongoing analysis of
the major finance 1ssues confronting California higher education



Appendix A: Supplemental Report
Language

Funding Gap Study
California Postsecondary Education Commisaion

The Legislature intends that the California Poatse-
condary Education Commussion (CPEC) review and
comment upon both the preliminary and final seg-
mental reviews of state financing of the Master
Plan for hugher education provided for in items
6440-001-001, 6610-001-001, 6870-001-001, and
7980-001-001 of the Supplemental Report to the
1991 Budget Act In reviewing and commenting on
the individual goverming board presentations, the
Commuission shall comment on the alternatives that
each board considered to affect institutional costs
and the effect, of those alternatives on faculty work-
load policies, program scope, and admimistrative
costs It shall also comment on the impact of these
alternatives on program quality and student access
to the segment The Commussion 1s further request-
ed to compare the individual governing hoards
plans and priorities for maintamning their Master
Plan functions under the current state budget con-
straints, and to raise any concerns it may have
about the effect of different segmental postures on
the integrity of the Master Plan Such review shail
be submitted to the Governor and Legislature by
May 1, 1992

Uraversity of California

The Legslature requests the University of Califor-
ma Regents to document the extent of the currant
gap, f any, between state appropriations for the
Umversity of California and funding that 13 needed
to fully support the untversity’s current mission un-
der the state Master Plan for higher education The
review shall include where possible an 1dentifica-
tion of the consequences of the funding gap on pro-
gram quality and student access This review
should include the Regents’ plans and priorities for
maintaining thewr mission under current state fun-
ding scenario, accompanied by recommendations to

4

the Governor and the Legislature on future state
policies for financing the University of Califorma

A preliminery review should be forwarded to the
Governor, Legislature, and CPEC by December 15,
1991 The segment’s final report shall be transmt-
ted to the Governor, Legislature, and CPEC by Apru
1, 1992 CPEC shall comment on the segment’s final
report, and transmit 1ts comments to the Governor
and Legislature by May 1, 1992 The final segmen-
tal report should be managed 30 as to invite public
comment on the Regents' recommendations

The Califorrua State University

The Legislature requests the California State Un-
versity Board of Trustees to document the extent of
the current gap, 1If any, between state appropri-
ations for the CSU and funding that 1s needed to ful-
ly support the state university’s current mission un-
der the state Master Plan for higher education The
review shall include where possible an 1dentifica-
tion of the consequences of the funding gap on pro-
gram quality and student access This review
should include the Trustees’ plans and priorities for
maintaining their mission under current state fun-
ding scenario, accompanied by recommendations to
the Governor and the Legislature on future state
policies for financing the CSU A preliminary re-
view should be forwarded to the Governor, Legsla-
ture, and CPEC by December 15, 1991 The saeg-
ment’s final report shall be transmutted to the Gov-
ernor, Legislature, and CPEC by April 1, 1992 CPEC
shall comment on the segment’s final report, and
transmit its comments to the Governor and Legisla-
ture by May 1, 1992 The final segmental report
should be managed so as to invite public comment
on the Trustees’ recommendations

Cealifornta Community Colleges

The Legislature requests the Califormia Communi-
ty Colleges Board of Governors to document the ex-
tent of the current gap, if any, between state appro-
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priations for the CCC and funding that is needed to
fully support the communmty colleges’ current mis-
gion under the state Master Plan for higher educa-
tion The review shall include where possible an
identification of the consequences of the funding
gap on program quality and student access This re-

view should include the system’s plans and priort-
ties for maintaining theiwr mission under current
state funding scenario, accompanied by recommen-
dations to the Governor and the Legislature on fu-
ture state policies for financing the CCC A prelimi-
nary review should be forwarded to the Governor,
Legwlature, and CPEC by December 15, 1991 The
gegment’s final report shall be transmitted to the
Governor, Legislature, and CPEC by Apnil 1, 1992
CPEC shall comment on the segment’s final report,
and transmit 1ts comments to the Governor and
Legislature by May 1, 1992 The final segmental
report should be managed 3o as to invite public com-
mant on the board’s recommendations \

Studant Aud Commussion

The Legislature requests the Student Aid Commis-
s10n (SAC) to document the extent of the gap, f any,
between state appropriations for the commission’s
Cal Grant programs and funding that 18 needed to
fully support the grant programs’ current mission
under the state Master Plan for hugher education
The review shall include where possible an 1dentufi-
cation of the consequences of the funding gap on
gtudent access and on how students meet the costs
of theiwr education when grant funds are inadequate
Thae review should include the commssion’s pians
and priorities for maintaining their mission under
current state funding scenario, accompanied by rec-
ommendations to the Governor and the Legislature
on future state policies for financing the Cal Grant
programs A preliminary review should be forward-
ed to the Governor, Legislature, and CPEC by De-
cember 15, 1991 The SAC's final report shall be
transmitted to the Governor, Legislature, and CPEC
by April 1, 1992 CPEC shall comment on the seg-
ment's final report, and trensmit 1ts comments to
the Governor and Legslature by May 1, 1992 The
final segmental report should be managed se as to
invite public comment on the SAC's recommenda-
tions
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Student Expense and Resource
Survey (SEARS) Study

Student Ard Commussion

It 18 the intent of the Legislature that the Student
Aid Commussion (SAC) conduct what has become
known as the Student Expenses and Resources Sur-
vay (SEARS) to obtain information about the paren-
tal income, parental contribution, student income,
student work hours, grant and scholarshup aid, boe-
rowing, and other pertinent economuc information
about all students enrolled 1n Califormia’s public
and private colleges and umversities in 1991-92

The survey should be conducted 50 as to produce sta-
tistically reliable information for student sub-
groups stratified by dependency status, part/full-
time fee paying status, levei of instruction (includ-
ing upper- and lower-division), residency status,
gender, ethnicity, and credit/noncredit enrollment
status

By April 1, 1992, the commission 1s to conduct a pre-
liminary analysis of the survey data and transmit a
report contaiming the results of that analysia to the
Legslature, the Governor, the uc, the CSU, the cCC,
the Association of Independent California Coilegea
and Universities, and CPEC, with a final analysis to
be transmtted to those parties by September 1,
1992 The final analysia shail compare the findings
from the 1991-92 survey with those from previous
SEARS surveys

In conducting the survey and the subsequent analy-
s18, the commission 16 to consult with representa-
tives from the UC, the CSU, the CCC, the Association
of Independent Cahiformia Colleges and Universi-
ties, and CPEC Upon completion of the survey, both
the weighted and unweighted data obtained from
the survey shall be transmitted 1n the appropriate
formal to each of these representatives

Student Fee Policy Study

It 18 the intention of the Legslature that CPEC shall
coordinate an intersegmental review of student fee
and financial aid policies 1n Califormia  Such re-
view shall be conducted by the Commission 1n con-
sultation with an advisory committee of the appro-




pnate fiscal and policy commttees of the Legisla-
ture, the Legislative Analyst, the Governor's Offie,
the State Department of Finance, representatives of
the Califorma State University (CSU), Califormia
Community Colleges (CCC), Unuversity of Califormas
(UC), Hastings College of the Law, the California
Maritime Academy, Association of Independent
California Colleges and Universities, Student Asd
Comamission (SAC), affected student groups, and oth-
er entities as approprate The review shall include,
but need not be hmited to, the following

&  An analyms of the total costa to the state of the
wnstructional mission 1n the three segments of
public higher education, in comparison, to the
extent possible, to comparable public and pn-
vate institutions in Californie and nationally

b Alternative student twtion, fee, and financial
a1d policies, and their consequences upon gener-
al fund revenues, student access, and financial
awd requirements

¢ Diseussion of future State policy on who should
pay what share of the costs of higher education

d A review of the relative advantages or dissd-
vantages of raising student tuition as a source
of general fund revenue as eontrasted with main-
taining reduced funding for the current Mastar
Plan misaions

Particular attention shall be paid to the conse-
quences of all twition and fee alternatives on ths
state’s historic policies of access, choice, equity, and
quality (including breadth of the instructional pro-
gram, average student time to degree, and total cost;
of the baccalaureate to the student), with 1dentafiesn-
tion of any sub-group most likely to suffer negatve
congequences as a result

Preliminary analysis of these 1saues shall be pro-
vided to the Governor and Legislature by December
15, 1991, with final recommendations on long-
range policy to be provided by April 15, 1992 Ths
Commission shall ensure adequate opportunity for
public review and comment on 1ts analysis and ree-
ommendations before forwarding them to the Gov-
ernor and Legislature
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Appendix B: Methodology of the Study

ussion staff to analyze data on levels of state costs for the instruc-

tional mission and of educational and general expenditures of the
California State University, the University of California, and their compari-
son mstitutions, and 1t provides definitions of basic terms used throughout
the report in order to assist readers in understanding how the Commission
arrrved at the estimates in the document

F I VHIS APPENDIX describes the methodology utilized by the Com-

Calculating state  To calculate the costs to the State of funding the mstructional mission in
costs for the  Califorma public higher education, the Commission consulted with repre-
instructional mission  sentatives from the systemwide offices of the Califorma Community Col-
leges, the Cahforma State University, and the University of Califormia to

develop common understandings of the data and methodologies to be used

Califorma Community Colleges and the Califorma State Umiversity For
the Califorma Community Colleges and the Califorma State University, the
determination of average expenditures per full-ime-equivalent student was
stmply a matter of dividing the fund-source totals for each system during
1991-92 by their full-time-equivalent student (FTES) enrollment for that
year For the commumty colleges, the advisory commuttee recommended
that General Fund and local property tax revenues not be shown sepa-
rately, since the community colleges’ State funding formula presently makes
therr level of State General Fund support dependent on therr amount of
local property tax revenues As a result, the “‘per-student’ government
support figures reported for the community colleges i earlier pages of this
document represent a combination of State General Fund and local assis-
tance revenues -- unlike those support figures for the State Umiversity and
the University of California, which are entirely from the State General Fund
Displays 30-32 on pages 72-73 show the calculations involved m these
community college and State University figures

Umversity of Califorma: For the University of California, the Commis-
sion staff developed a detailed methodology to remove funds not related to
general campus tnstruction from its calculations of average State support
per student Essentially these calculations removed expenditures for health
science, organized research, and public service from the University’s **Gen-
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DISPLAY 30  Calculation of Average Per-Student Revenues, by Revenue Source and
Expenditure Category, of the Calforma Commumty Colleges for Local
Assistance Program and State Operations (with Credit and Non-Credit
Enroliments) for 1991-92, with Dollars in Thousands Except for Per-Full-
Time-Eguivalent-Student (FTES) Revenues

“Local Astistanse™ snd “Siate Operablaps” Revanues and Expeaditures, for Credis and Non-Credit FTES Enrcliment
1M1-92 Revanusy

$tote General Funds $1,695.316 as State Geneml Funds $12,210
fiate Enrollment Fees (Net) 84,956 »
Laoaal Property Tax Revenues 831,269 » Total State Operations $12,.210
Lottery Revenues 75,838
Tatal Local Assistance $2,687,379 TOTALS, Locel Assistance & State Operaitons Revenues 52,699,589
-
Expenditure Categorres Credit Non-credit Total
Apportionments $2,314,265 » $116,967 » $2,431,232 »
Basic Slalls Growth 13,456 544 14,000
BOFS (EOPS, BFAP, CARE) 36,551 0 36,551
Dugabled Students 29,043 2,663 31,706
Matnculation 39,212 0 39,212
State Mandated Local Costs 7,143 655 7,798
Other (combined) ¢ 47,051 3,991 51,042
Subtotal, Local Assistance Expenditures $£2,486,721 $124,820 $2,611,541
Lotiery Revenue 69,467 6,371 75,838
Tatal, Local Assistance Expenditures $2,556,188 $131,191 $2,687,379
State Operauons -- - 12,210
TOTALs, State Ops & Local Asst. Expenditures $2,556,188 $131,191 52,699,589
1991-92 FTES Enrollments
Regular Apportionment 771,675 70,979 842,654
GAIN (State Funded) 1,542 125 1,667
Baac Skills 4,125 330 5,055
Totel State Funded (workload) FTES 771,942 « 71,434 4 849,376 4
Unfunded FTES 63,105 3,075 66,180
Grand Total (Actual) FTES 841,047 74,509 915,556
State-Funded (worklcad) FTES Enrollment 777,942 71,434 849,376
TOTALs, State Op's and Loc. Asst. Revenues per FTES $3286] [ s1.837( | 83,178 |
Foctnotes

o Oeneral Funds melude "State School Fund™ mones (31 754 mulhon) thel are federal muneral and ol fund revonues. Excluded here are $8 056 mnllom tn deforred
maimtenance funds not available 1o the sywiom until the 1992-93 year

b. These nmumbers reflect the Actual revanie mformation usad in the caleulsion of appartionmants for the communuty cotleges, as of February, 1993

& Includes the following programe  Apprentioeshnp, GAIN - Sinta, Puenia Project, Faculty and Staff Drversity, Econnmic Developoet, Middle Cotlegs, ASRIST, 24242,
Acadennc Senate, Employer-Bassd Job Tramming, Undarreprescated Students, Defirrsd Mamtenances, Hazardous Matenals, and various other programs.,

d Theez FTES totals reflect 1% daficst 1 genoral apportionments, oaly these "Stato-Funded™ FTES are used for the "revenucs per FTER” oslnistinms shewn hore

Sasrces Governor's Proposed Budget, 1993-94, Califorma Commurtty Colleges Chancellor's Office. and suppisarastal infarmatzon.



DISPLAY 31  Calculation of Average Per-Student Revenues, by Revenue Source, of the

Califorma Community Colleges for Combined Local Assistance Program and
State Operations (with Credit and Non-Credit Enrollments) for 1991-92, with
Dollars in Thousands Except for Per-Full-Time-Equvalent-Student (FTES)

Revenues
Revernar par
Calif Communtty Caliages 1991-92 Revanue Scurces CCCs 199192 FTES Enrolimem Tatal CCC FTES
Stete Ceneral Funda $1,707,526 a4 Credut 171,942 -
Lacal Property Tax Revenues 831,269 Non Credit 71,434 -
| Combmed 2,538,795 |na | Toal 849,376 |- $2,989
#tate Enrollment Foea (Net) 84,956 100
Loitery Revemes 75,338 39 FReculguiaten
Totals $2,699,589 TOTALs, "Average Exped.” per FTES $3,178 32

Footnotes

& CCC State Genoral Funds shown here moludes both the “Local Asssiance™ and "Stats Operations” categones of fundmg and $1 754 mallion from the “State School Puad”

(fideral o] and minorel revernice)  Excluded heve are 58 056 in deformed mactensnos funds not avasleble 1o the systom urml the 15992-93 year

b. Present Siale safule deterrmines Community College Genorat Funds Jovels hased upon the level of Local Property Tax Revenuee sshiopated (o be avadabls,
thus, only "$'s par FTES" corollment for these two souroes in sombination are dupbwyed hero

c. These FTES totals reflect a 19 dafictt m general apperticaments, ONLY “State-Funded" FTES are used for the "§'s per FTES™ calLubationa shown bere

d These numbers reflect the actual revenue information used i the calculstion of spportonmonts for the comrounty colleges, as of February, 1993

3ources Governor's Pro.. . Budges, 1993-94, Caltforsia Commumty Colleges Chancellor's O Jice, and supplemental wnformanion.

DISPLAY 32  Calculation of Average Per-Student Revenues, by Revenue Source, of the

Cahforma State University for 1991-92, with Dollars 1n Thousands

e e Fapendituros (per FTES)
1991-92. Full-Time Equivalent Stdents (FTES) | 270,729 | State General Fund $1,634,366  $6,037
Student Pee Revenue (State Unrvarity Fee) 305,623 1,139
Lottery Revenue 27,197 109
Other Revenue Sources (Receipts) » 77,197 ]
"dverage Expendiiures,” All Sources $2,044,383 l 37,581 I
Footnotes

a "Other Reverme Sourom (Rascspts)” includes non resdent and application foes, contract and grant overhead, and muscollancous rovenuce

Seurces Governor's Proposad Bud, ., 1993-94, California State Unrversity, Office of the Chancellor, and supplemental wmiormanae.

eral Purpose Funds’” (the combination of State General Funds and most
General University Funds) Similar calculations were performed to re-
move those costs from the Umiversity’s Systemwide Student Fee revenue,
Lottery revenue, and the remaining portion of General University Fund
revenue Displays 33 and 34 on pages 74 and 75 show these calculations
n detail
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DISPLAY 33  State Funding of Actual General Campus Expenditures for Instruction-Related
Actrvities of the University of Califorma for 1991-92, with Dollars in Thousands
Except for Final Per-Full-Time-Equivalent-Student (FTES) Revenues

Calculstion of UC General Purpose Fund (G P Fs) for Instruction-Related Expenditures {6}
{1} {2} {3} {4} {5} Calculanions of
1991-92 LT GPF Expend % G.PF Expand GPF npport Nat G.P Fxjor salected subtoral,
Expenditure General Purpose Not Related io Not Reloted 1o Noi Related 1o General total & discount
Casepories Funds (GPF 5 Gen Camp I-R Gen Comp. I R Gen. Camp IR @  Campus/R  fo | numbarsfrom {5} | @)
Instruction & Research $1,206,149 $270,309 1w $035,840
Orgamized Resernch 179,616 179,616 0
Public Sarvice 32,613 52,613 0
Organized Activiies 99,143 64,443 m 34,700
Toashing Hoapitals 57,075 57,075 0 13 - {2}
L R L T — . M omoem ek om oy
Subtotal ONE ~ $1,594,596 $624,056 39014 % @ $970,540 970,54005 (6}t
e Y
Support Activities
Litearies $68,495 $26,806 $41,689
Suadont Services 29,754 11,644 18,110
Institutyonal Suppoct 235,765 92,268 143,497
Plant Maya & Operstion 239,714 93,814 145,900
Stwdent Financaal A 56,468 22,099 34,369
Provisions for Allocation 117,701 46,063 71,638 {1}-§4}
Sbtotal TWO  $747,897 5292,695  $455202 0 45520244 (6

&5 qubstr 21 L.
TOTALs, GP.Fs  $2,342493 (TOTALs Noal RUC GPFrdiscouny  $916,751 $1.425742 w 1,425,74249 (6]
Discount (Amount of General Purpose Funds repressated by UC Gen Untv Fundy) -144,208 w 14420766 (6}

ok

TN T T TR
State General Funds for General Campus Instruction - Related Activities e SGFy $1,281,535 ¢y) | see footnote ()
g — ]

o S Rl s S

NET State General Funds (S.G.F 5 ysed exclusively for Instruction-Reletsd Aciwees)  $1,281,535 10115 %
General Campus FTES Enroliment (Actual UC FTES - excludes Health Sctences enroilmert) 143,808
1991-92 UC General Campus Ingruction-Related S.G F Expenditures per FTES [ 389k
J—
Facwoles T RN
o Thase mones are budgeted axpendstares for Health Sciences istruction and repearch.
. Thia i the proporton of the General Purpose-funded (G P F 8) "Organized Rescarch” budget that 1s expended an Health S Inted and, thus, 13 1o be

excluded here  This number i darrved from campus-level budget detaul and 18 provided try the UC Office of the President
¢ The percentage of G P F.s expend:tures NOT relatod to gencral campus mstruchion. Calculated by dindimg the "subtotal” of column {2} by "ssbiotal ONE” 10 column {1}
4 The proporton of UC G P Fa spent for functions NOT relased to General Campus mstruction-related activitses (I-R), UC O P Fa from colunm {1} are discountod
by this amount to datermne ot " R UC G P Fa It 15 calculated by rultplying “subtotal ONE* m column {1} by the perceatage (39 14) shovn 10 columa {3}
& The proportion of G P Fs used for genoral campus 1-B. costs  Calculated by subtracting the “mbtotals™ for both ol {2} and {4} from "sutsotal ONE® m column {1}
f *Provimons for Allocation” mcludes 543 94 mllion for lesse-purchase paymerts, the calculstion 1o remove these flnds (%8 per FTES, excluding leasc-purchase flmds) 18 &
follows $2,287,810 [43,941 + BTR153] = $1,365 716, 1,365 716 x 0 07966 = $108,793 1,365,716 - 108,793 = $1,256,913 1,256,923 / 143,808 {FTES) = §4,740
g Net G P Fs used for support general campus I-R activitien  Caloulated by subtracting the "subtotal® from colaam {4) Fom™mibtotal TWO™ m I n
b Thus oumber s total UC “Generl Purpose Funds® for I-R activitios, f o calovlaied by adding together “subtotal ONE," colwmn {5} and "subtotel TWO," columa {5}
1. “Ths 18 the amoun of UC “Ceasral Purpose Funds” that are exclusively Goneral Univararty Punds (O U Fi), and oot 8 O Fa Sse footnote (1) for detauls on thus caloulstian.
J "Net § G F.2" reprosent tolal UC S G F s used exclusively for I-R activities, afler non-related expendstures, and nosr8 G F Tevenues, Aro removed.
k. The numbers i column {6) consist of explananions and re-calculations of some of the dollar amounts i column {5} 1n order to double-check selected of theso data.
1 "I-R"GPFlﬂmmew:luuvulyUCOUFs(mtSGFn)llcllcuwedbym&ugGUFlbylhomnbMSGFundGUFltor1991-92,lhnpaemup(7966%}ll
smiltipliad by *Total non I-R UC G P.Fe™ ($1 392 haklion), from column {3}, footnote (h), o amive a1 tha $110 923 milhon defined in footncte (1)

Semrcas  Govamor's Proposed Budget, 1993-94 Uhuversity of Califorria, Office of the President, and supplemenial wn ovmaton

7]



DISPLAY 34  Funding by Source for Actual General Campus Expenditures for Instruction-
Related Activities of the University of Califormia for 1991-92, with Dollars in
Thousands Except for Final Per-Full-Time-Equivalent-Student (FTES) Reveriues

UC Revenue Sources for

Actual UC General Campus 1991-92 FTES Enroliment 143,808

Instruction-Related Activitles {1} {24 {3}
Instruction I-R Funds e-catealatiand

Ravenue Sources Fund Tatals Relaied (I-R) Funds per FTES . “mmaitipliors”
General Unuversity Funds $236,933 £144,208 & $1,003 608642 %
Syslemwide Student Fees (S5 F ) 328,550 310,480 » 2,159 94 5000
Lattery Revenues 14,518 13,647 - 95 93 9989
State General Funds 2,105,560 1,281,535 ¢ 8,911 {2 Td} 7 143,808

TOTALs, "Average Revenuss” per FTES 52,685,561 $1,749,869 @@3}25‘“5?? | $12,168 09
Foommotes

& Thua 18 tho net amourd of Gensral Univernty Funds pot socounted for in the caleulations of UC “General Purposo Funds' dane in Display 1a
b Tius s the proportion of he Systenwida Student Fees (8.5 F 5) used for non-health sciance related actrvitsen. For 1991-92, ttus mumber 18 approxumately 94 5 percent of
tolal 8 § Fs, this estimaie 18 provided by the LIC Office of the Fremdent

c. Th 1 the proporison of ths Lottery Funds used for non-health science relaisd actrvitres. For 1991-92, this number s approsamataly 94 percont of total Lottery Funds, this
estimate w provided by the UC Offiion of Lha President.

d Thus w the net amount of General Campus Instruction-related State General Fund expendstures caloulated snd desonbed 1n Dupisy 1o
& Thesa pumbers aro the net amourds of each fand source used for ganersl campus instruction-related activities for esch FTES m the Universaty for 1991-92

NOTE Some of the “totals” preaenied here wall not cqual ihe sum of amounts listed i the colurns due to ding of the cents g ted by e calcul
Sources Governor's Proposed Budget 1993-94, Univernity of Califorma, Office of the President, and supplemental tnformanan

Choosing basic
sources of
information on
institutional
expenditures

The information on instructional expenditures used in this study was taken
from four major sources (1) the Integrated Postsecondary Education Data
System (IPEDS) of the National Center for Education Statistics in the United
States Department of Education, (2) Research Associates of Washington,
(3) the Legislative Analyst’s Analysis of the State Budget for fiscal year
1989-90, and (4) the Califormia State University’s Support Budget for fis-
cal year 1989-90

The major source of data was the first of these four -- the Integrated Post-
secondary Education Data System of the National Center for Education
Statistics (NCES) The National Center is directed by law to collect statis-
tics on the condition of education in the United States, to analyze and
report the meaning of these statistics, and to assist states and local educa-
tion agencies in improving their education information systems In carry-
ing out these responsibilities, the Center supports a wide range of statisti-
cal reporting and analytical activities including annual surveys of institu-
tional activity and resources

The Integrated Postsecondary Education Data System is the Center’s core
postsecondary education data collection program Formerly called the
“‘Higher Education General Information Survey’’ (HEGIS), 1t is designed
as a single, comprehensive system to encompass all institutions and educa-
tional organizations whose primary purpose is to provide postsecondary
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education The System 1s built around a series of interrelated surveys to
collect institution-level data 1n such areas as institutionat characteristics,
enrollments, program completions and degrees awarded, staff composi-
tion, faculty salanes, tenure and fringe benefits, and financing

Annually, the National Center sends survey forms to state-level and sys-
temwide higher education offices with detailed instructions on what data
should be included and what should be excluded In California, the Post-
secondary Education Commussion recetves these survey forms from the
National Center and sends them to the systemwide offices of the three
public systems -- the Unuversity of California, the California State Univer-
sity, and the California Community Colleges -- which then distribute them
to their campuses and coordinate the return of the forms to the Commus-
ston The Commussion sends the survey forms directly to Califorma’s in-
dependent colleges and universities and collects them back from those in-
stitutions The Commussion then sends all of the information submutted by
Califormia’s postsecondary mstitutions to the National Center in Washuing-
ton, D C

The National Center subjects the data from each state to a series of edits,
checking for mternal consistencies within the responses themselves (for
example, making sure the rows and columns add up) and also checking the
data against prior year submussions to see if they make sense It highhights
large discrepancies from one year to the next and then contacts the institu-
tions involved directly for clanfication

The Integrated Postsecondary Education Data System provides data for
analyzing and reporting such statistics as trends n enroliment and degree
completion by sex and race/ethnicity, patterns of expenditures and rev-
enues of institutions, patterns of student costs and faculty composition,
and types and numbers of mstitutions The data are used by the National
Center for annual reports on the condition of postsecondary education,
statistical digests, and other purposes Federal financial aid staff use the
survey data to address policy 1ssues on student aid programs, and federal
commissions use the data to momtor comphance with federal legislation
and to examine trends 1n educational programs Policy makers at the re-
gional and state level use the data for comparative analysis, and the Na-
tional Center encourages use of the data at state and mnstitutional levels for
statewide and tnstitutional research, policy analysis, and planning

The main body of information from IPEDS that the Commission has ana-
lyzed for this report 1s contained in the ‘‘Current Funds Expenditures and
Transfers”” section of the IPEDS finance reporting form To eliminate re-
porting discrepancies in these primary data, the Commission utilized the
comprehensive information contained in Higher Education Revenues and
Expenditures: Instututional Data, 1989-90, by Kent Halstead of Research



Agreeing on relevant
expenditure
categories

Associates of Washington, which also uses IPEDS data as its primary source,
and it then verified these data for Cahfornia’s two public umiversities and
therr faculty-salary companson institutions with those institutions directly

In consultation with representatives of the University of Califorma and the
California State University, staff of the Commussion used five categories of
data from IPEDS on funds used to account for instructionally related cur-
rent operations spending at these institutions and their comparison groups
-- Instruction, Academic Support, Student Services, Institutional Sup-
port, and Operations and Maintenance of Plant These five categornes are
generally accepted nationwide as appropriate accounts for operating ex-
penses in postsecondary education, and California uses them 1n its State
budgeting process for higher education As they pertan to California’s
public four-year segments, the five categones are defined as follows

1 Instruction Expenditures of the colleges, schools, departments, and
other mstructional divisions of the institution and expenditures for
departmental research and public service that are not separately
budgeted are included i this classification  Expenditures for both
credit and non-credit activities are included. Expenditures for aca-
demic admimistration where the primary function 1s admimisiration
(e g , academic deans) are excluded

The Instruction category includes general academic nstruciion,
occupational and vocational mstruction, special session nstruc-
tion, commumily education, preparatory and adult basic education,
and remedial and tutorial nstruction conducted by the teaching
Jaculty for the institution’'s students

At the University of Califorma, ‘‘general campus nstruction” includes
most of the resources associated with the schools and colleges located on
its campuses At the Califorma State University, *‘regular instruction”
includes the instructional programs operating during the academic year
that are managed by the regular academic departments At both univers:-
ties, this category includes expenditures for faculty, teaching assistants,
instructional support staff, and supplies and equipment that are a part of
their formal degree or certificate curriculum programs Excluded from the
analysis are both system’ self- supported extension programs

As noted i Parts One and Three of this report, this category includes all
faculty compensation, even though nstitutions may require research and
public service activities of their faculty in addition to instruction As 1s
described later, substantial adjustments were required in some cases to
account for the mixed facuity mission financed under the somewhat ge-
neric cost center of faculty compensation
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2 Acadenuic Support. This category includes expenditures for the
support services that are an integral part of the institution’s pri-
mary mission of instruciion, research, or public service FExpendi-
tures for libraries, museums, galleries, audio/Misual services, aca-
demic computmg support, ancillary support, acadenic adminis-
tration, personnel development, and course and curriculum devel-
opment are mcluded. Expenditures for vetermary and dental cltn-
ics are included if their primary purpose is to support the institu-
tional program

At both the University of California and the Califorma State Umiversity,
the largest function of the academic support program is to provide for
library and audiovisual services to students and faculty University of
Califormia hibraries serve both the instructional and research needs of the
campuses and the research community, while State University libranes
house data processing services and data collection and dissemination sup-
port for actvities such as nursery schools, college farms, marme science
facilities, and other ancillary programs

3 Student Services: Funds expended for adnussions, registrar ac-
tivities, and actrvities whose primary purpose is to contribute 10
students’ emotional and physical well-being and to their intellec-
tual, cultural, and social development outside the context of the
formal mstructional program Examples are career gurdance, coun-
seling, financial aid adnumistration, and student health services
(except when operated as a self-supporting auxiliary enterprise)
The administrative allowance for Pell Grants is included

The student services programs of both the University of Califorma and the
Califorma State University fund activities designed to contribute to the
students’ physical well-being and ntellectual, cultural and social develop-
ment outside of the context of the formal instruction program They in-
clude expenditures for organized Student Service admimstrative activi-
ties like counseling and career guidance, student admissions and records
and student health services  Additionally, this cost category houses ad-
ministrative expenses for student affirmative action programs in both seg-
ments Included here are the Unmiversity’s Early Outreach, Undergradu-
ate Minonty Scholars, and Graduate and Professional Student Affirma-
tive Action Programs and the State University’s State University Grant
Program, Educational Opportunity Program, and various disabled stu-
dents services programs

4 Institutional Support Expenditures for the day-to-day operational
support of the institution, excluding expenditures for physical plant
operations Expenditures for general admmistrative services, ex-



Excluding irrelevant
expenditure
categories

ecutive direction and planmng, legal and fiscal operations, and
public relations/development are included

Although systemwide admimstrative expenditures have been excluded from
this study, activities funded within this function include planning, policy
making and coordination within the offices of the systemwide offices, cam-
pus level administration, and the governing boards for the University and
State University Specific operations include such day-to-day functions as
accounting, campus police, payroll and personnel, and pubhcations At
the University, this category also includes federal program administration
and certain self-supporting services such as telephones, garages and equip-
ment pools At the State University, the development of management
policies and the provision of communications, purchasing and mventory
control, and legal services are funded out of the Institutional Support pro-
gram

The IPEDS financial form collects information on expenditures for mamte-
nance of higher education facilities as a separate category from “‘Institu-
tional Support,”” and therefore the State University reports Physical Plant
Operation separately rather than as a sub-category under *‘Institutional
Support ** Following the IPEDS format, the State University’s Physical
Plant Operations expenditures have been taken out of Institutional Sup-
port and reported as Plant Operation, consistent with similar expenditures
at the Umversity

5 Plant Operation Al expenditures for operations established to
provide service and maintenance related to grounds and facilities
used for educational and general purposes Expenditures for utili-
ties, fire protection, property insurance, and stmilar items are aiso
included. Expenditures made from the mstitutional plant funds ac-
count are not included

This expenditure category includes the Unuversity’s *‘Operation and Main-
tenance of Plant”’ program and the State University’s ‘‘Physical Plant Op-
erations *> It includes resources for the maintenance, preservation, and
renewal of State-supported physical plant space in both segments  Major
components of this category include the maintenance of electncal, heat-
ing, and plumbing systems, buildings and grounds maintenance, janutorial
services, and painting and structural repairs

For its analysis of expenditures related to the accomplishment of institu-
tions’ nstructional missions, the Commission staff has set aside IPEDS’
other expenditure categones such as ‘‘Auxihary Enterprises,”” ‘‘Public
Service,”” ‘‘Research,”” and *‘Scholarships >’ It includes definitions of
“Research’” and ‘‘Pubhic Service” below, however, because they are part
of the general reporting categories for research institutions
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Agreeing on
definitions

of instructional
expenditure

Research This category includes all funds expended for activilies
specifically organized 10 produce research outcomes and commis-
sioned by an agency either external 1o the institution or separately
budgeted by an orgamizational umt within the institutions  Non-

research sponsored programs (e g , traimng programs) are not -
cluded.

Under the State’s Master Plan for Higher Education, the University of Cali-
fornia 1s the State’s pnimary research agency It conducts basic and applied
research for state and national entities, both public and private, as a part of
its educational mission This research -- along with departmental or 1nstruc-
tion-related research -- provides training for scholars n their advanced
graduate and professional instruction programs The State University’s
research focus is typically limited to the provision of grants and leaves for
faculty to conduct research expected to improve classroom nstruction by
keeping faculty members aware of current developments in their fields of
study

Public Service Al funds budgeted specifically for public service
and expended for activities established primarily to provide non-
mstructional services beneficial to groups external to the mnshitu-
tion Examples are senunars and projects provided to pariicular
sectors of the commumty. Expenditures for communily services
and cooperative extension services are mcluded

Public service is a substantial part of the educational mission of the Umver-
sity of Califorma, and the State spends more than $50 million a year in this
category  Activities funded here include the Umversity’s Cooperative
Extension, Lawrence Hall of Science, Califormia Wnting and Math Projects,
and several other programs These activities are designed erther to in-
crease access to historically underrepresented groups to the University or
to help local communities develop their resources The State University
runs a much smaller public service program (funded at just over $1 mmilion
a year) that 15 designed to assist the general public

In consultation with representative of the University of Califorma and Cali-
forma State University, the Commission developed these four definitions
for 1ts basic analysis of nstructional expenditure

Reported Instructional Expenditures  Total instructional expenditures re-
ported to IPEDS by postsecondary nstitutions

Direct Instructional Expenditures Expenditures in the Reported Instruc-
tional Expenditures category, adjusted by ehminating expenditures for non-
instructional activities For the University this expenditure equals the [IPEDS



Calculating direct
instruction and
instructional mission
expenditures on

a per-student basis

Reported Instructional Expenditures, less 30 5 percent for expenditures
related to research and 15 2 percent for expenditures related to public
service For the State University, no adjustment to Reported Instruc-
tional Expenditures was made

Adjusted Instructional Mission Expenditures  An amount equal to the
sum of mstructiona! and instructionally-related expenditures including Di-
rect Instructional Expenditures and Student Services plus an amount equal
to total Academic and Institutional Support and Mantenance and Opera-
tion of Plant less overhead for orgamzed Research and Public Service
For the State University, no adjustments to the mixed-use expenditure
categories were made

General Operations Expenditures  The sum of five expenditure catego-
nies, mcluding Reported Instructional Expenditures and Student Services,
plus an amount equal to total Academic and Institutional Support and
Maintenance and Operation of Plant less overhead for organized Research
and Public Service The organized Research and Public Service expendi-
ture categories are not included in this definition

The Commussion undertook a four-step process for these calculations

Step One: Adjustments for exclusively instructional
expenditures to determine Direct Instructional Expenditures

For institutions with research or public service missions, such as the Uni-
versity of California and 1ts comparison institutions, the Commussion made
adjustments 1n the Reported Instructional Expenditure category to ex-
clude expenditures related to these functions 1In the case of the Univer-
sity, segmental advisors provided a figure of 30 5 percent as the amount
of Reported Instructional Expenditures that are related to research, and a
figure of 15 2 percent as the amount of Reported Instructional Expend-
tures that are related to public service These amounts were subtracted
from the Reported Instructional Expenditure category and added to the
““Research’’ and ‘‘Pubhc Service’” expenditure categones, respectively
Hawving removed the non-instructional expenditures, the remaining amount
is reflected 1n the Direct Instructional Expenditure category, since It rep-
resents expenditures directly related to instruction for a given institution

It should be noted that thus approach is based on the assumption that all
research umversities 1 a particular Carnegie classification are similar in
the extent of time their faculty devote to mstructional vs non-instruc-
tional activities While the adjustments employed 1n this study reflect
national norms reported 1n nationwide studies of faculty use of time, pos-
sible vanations between individual institutions mean that comparisons of
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Drrect Instructional Expenditures among different institutions must be made
with caution

In the case of the State University and its mission-similar mnstitutions, no
additional adjustment was made Therefore the Reported Instructional
and Direct Instructional Expenditure figures presented for those institu-
tions are the same

Step Two: Adjustments for exclusively instructional expenditures
of the mixed-use expenditure categories to determine Adjusted
Instructional Mission Expenditures.

The Commussion excluded the non-mstructional expenditures in the mixed-
use expenditure categories of ‘‘Academc Support,”” “‘Institutional Sup-
port,”” and ‘‘Maintenance and Operation of Plant™ by extracting and re-
apportioning funds based on the percentage of expenditures the institu-
tions devote to Direct Instruction and Student Services (which 15 exclu-
sively instructional or mstructionally-related) Ths was done to isolate the
instructionally-related expenditures 1n those mixed-use categories from
expenditures devoted to research and public service (which is exclusively
non-instructional) Once the non-instructionally related expenditures have
been removed, the remaimng amounts 1n the five expenditure categories of
Duirect Instruction, Student Services, Academic Support, Institutional Sup-
port and Maintenance and Operation of Plant are added together and are
presented as the Asdjusted Instructional Mission Expenditures category
In the case of the State Uriversity and its mission-similar mstitutions, no
adjustment was made Therefore, the Adjusted Instructional Mission Ex-
pendrtures and General Operations Expenditures presented for those insti-
tutions are the same

Step Three: Adjustments for exclusively instructional expenditures
of the mixed-use expenditure categories to determine
General Operation Expenditures.

The Commission excluded the non-instructional expenditures in the mixed-
use expenditure categories of ‘‘Acadermc Support,” *‘Institutional Sup-
port,”” and ‘‘Mamtenance and Operation of Plant™ by extracting and re-
apportioning funds based on the percentage of expenditures the institu-
tions devote to Reported Instruction and Student Services, as compared to
funded research and separately budgeted public service Once the non-
instructionally related expenditures have been removed, the remamng
amounts in the five expenditure categones of Reported Instruction, Stu-
dent Services, Academic Support, Institutional Support and Maintenance
and Operation of Plant are added together and are presented as the Gen-
eral Operations Expenditures category



Step Four: Calculating expenditures on a per-student basis

Lastly, the Commission utilized the data in all four expenditure categories
-- Reported Instructional Expenditures, Direct Instructional Expenditures,
Adjusted Instructional Mission Expenditures, and General Operations Ex-
penditures -- divided by full-time equivalent enrollment, to yield the ex-
penditures-per-student figures reported earlier n this document

The methodology outlined in those steps can be described by the following
formulaic equations

Basic IPEDS categories
{Reported) Instruction = Rl
Student Support = 8S
Academc Support = AS
Institutional Support = IS

Maintenance and Operation of Plant = MOP
Funded Research = R
Public Service = PS8

Full-Time Equvalent Enrollment = FTE

Adustments for General Operattons esitmates

Adyusted Academuc Support AAS = [(RI+SS)/(RI+S8S+R+PS)]*AS
Adjusted Insututional Support AIS = [(RI+SS)/(RI+S8S+R+PS)]*IS
Adjusted MOP  AMOP, = [(R1+S88)/(RI+SS+R+PS)]*MOP
Adjusted Research AR, = [R]
General Operations Expenditures [ RI+SS+ AAS, + AIS + AMOP| |

Adjustments for Adusted Instructional Mission estimates

Adjusted (for Durect) Instruction DI = RI] for Comprchensive 1 institutions
[RI( 53 )] for Research 1 institutions
[RI( 75)] for Research 2 and Doctoral 1 and 2 institutions
Adjusted Rescarch AR, = [R+(RI-DI)]
Adjyusted Academuc Support AAS, = {(DI+88)/(DI+S85+AR,+PS)]*AS
Adjusted Insututional Support AIS, = [(DI+88)/(DI+55+AR +PS)]*IS
Adjusted MOP  AMOP, = [(DI+88)/(DI+S88+ AR, +P5)]* MOP
Adjusted Instructional Mission Expenditures [ DI +SS + AAS, + AIS, + AMOP, |

Final Calculations

Reported Instructional Expenditures per FTE [RI/FTE |

Dhrect Instructional Expenditures per FTE [ D1 /FTE ]
Adjusted Instructional Mission Expenditures per FTE [ (DI + 8S + AAS, + AIS, + AMOP, ) / FIE |
General Operations Eapenditures per FTE [ (RI + 88 + AAS, + AIS + AMOP, ) /FTE ]
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Classifying
institutions

for comparative
purposes

Because full-time equivalent (FTE) student enrollment numbers are so
germane to the analysis provided 1n this report, a discussion of the techni-
cal defimtion of FTE is appropriate here As defined by IPEDS, FTE en-
rollment 1s the sum of the number of full-time students and the full-time
equivalency of part-time students The full-time equivalent of part-time
enrollment is a numeric conversion through which a student attending
part-time is considered some fraction of a full-time student The actual
fraction used on the conversion 1s a function of the part-time student’s
enrollment intensity (e g , number of credits 1n which enrolled) The sum
of the fractions assigned to each part-time student 1s the total full-time
equivalency of part-time students for a given institution Nationally, the
accepted formula 1s that one part-time student is equal to one-third of one
full-time student, or it takes three part-time students to make one full-
time equivalent student Therefore, total FTE enrollment 1s equal to the
sum of total full-time enrollment plus one-third of part-time enrollment

As with the expenditures data, in most cases FTE enrollment figures were
obtained by Commuission staff directly from the institutions mvolved in
this study, or through the IPEDS data However, mn order to present
enrollment figures as accurately as possible for the two segments on which
this study focuses, actual campus-by-campus FTE enrollment figures for
1989-90 were provided by the University and the State Unmiversity Tt
should be noted here that the University and the State Umversity use
different definitions of full-time enrollment upon which they base their
FTE enrollment figures For the University, a full-time student 1s one who
is enrolled 1n at least 15 undergraduate or 12 graduate credit uits  For
the State University, a full-time student is one enrolled 1n at least 15 credit
units

For all comparison institutions, FTE enrollment figures were obtained from
IPEDS source documents The full-time equivalent enrollment count for
these institutions 1s based on fall full-time enrollment plus one-third part-
time enrollment using 15 credit unuts as the defimtion for full-time status
As a measure of venfication, Commussion staff also obtained FTE enroll-
ment figures directly from the Umversity of Califorma’s faculty salary
companson institutions  All discrepancies discovered were considered
by Commussion staff to be inconsequential to the results of the analysis
discussed 1n this report

This report estimates total education expenditures and full instructional
and other functional expenditures per full-time-equivalent student at in-
stitutions that compare to the University and the ,§tate University by insti-
tutional sector control and type The untverse of colleges and universities
nationwide is defined by these two parameters of control and type



¢ Sector control -- public vs independent -- provides a fundamental and
clear distinction between institutions

+ Type distinguishes mission in terms of program level, scope and size,
chentele, and ancillary research and public services activities A mini-
mal type classification is the three-component division -- university,
four-year colleges, and two-year colleges -- used by the National Cen-
ter for Education Statistics

The Carnegie classification system prowides a more comprehensive and
mission-specific institutional definition for the comparison institutions in-
volved 1n this study than that of the National Center The Carnegie sys-
tem groups mstitutions on the basis of comprehensiveness of mission,
program breadth, level and number of graduate degrees awarded, enroll-
ment size, and research funding level The eight major categones of the
Carnegie classification system are defined below

Research I Umversities Full range of baccalaureate programs, commit-
ment to graduate education through doctorate degree, high priority to
research Award at least 50 Ph D degrees each year (1984) Federal
support received for research at least $33 5 mullion annually (1983-85)

Research II Universities. Same as above except federal support recerved
for research 1s between $12 5 and $33 5 million annually

Doctorate-Granting I Umiversities Full range of baccalaureate programs
plus a commtment to graduate education through the doctorate degree
Award at least 40 Ph D degrees annually (1984) in five or more academic
disciplines

Doctorate-Granting Il Universities: Same as above but award annually
20 or more Ph D degrees in at least one discipline or 10 or more Ph D
degrees 1n three or more disciphnes

Comprehensive I Colleges Offer baccalaureate programs and, with few
exceptions, graduate education through the masters degree More than
half of the baccalaureate degrees are awarded in two or more occupa-
tional or professional disciplines such as engineering or business admirs-
tration Enroll at least 2,500 full-time students (1982-84)

Comprehensive I Colleges: More than half the baccalaureate degrees
awarded 1n two or more occupational of professional disciplines, and also
may offer graduate education through the masters degree Enroll be-
tween 1,500 and 2,500 full-time students (1982-84)

Liberal Arts Colleges Primarily undergraduate colleges that award more
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than half of their baccalaureate degrees in arts and science fields Also
includes colleges that award /ess than half their degrees in liberal arts fields
but, with fewer than 1,500 students, are too small to be considered com-
prehensive

Two-Year Colleges and Institutes: Offer certificate or degree programs
through the Associate of Arts level and, with few exceptions, offer no
baccalaureate degrees.
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CALIFORNIA POSTSECONDARY EDUCATION COMMISSION

THE Califorma Postsecondary Education Commus-
ston is a citizen board established m 1974 by the Leg-
islature and Governor to coordinate the efforts of
Califorma’s colleges and universities and to provide
mndependent, non-partisan policy analysis and recom-
mendations to the Governor and Legislature

Members of the Commission

The Commission consists of 17 members. Nine rep-
resent the general public, with three each appomnted
for six-year terms by the Governor, the Senate Rules
Commuritee, and the Speaker of the Assembly Six
others represent the major segments of postsecondary
educatton m California. Two student members are
appomted by the Governor
As of June 1995, the Commusstoners representing the
general public are:

Henry Der, San Francisco; Chair

Gullermo Rodriguez, Jr., San Francisco; Vice

Chair

Elane Alquist, Santa Clara

Mim Andelson, Los Angeles

C Thomas Dean, Long Beach

Jeffrey I. Marston, San Diego

Melinda G Wilson, Torrance

Linda J Wong, Los Angeles

Ellen F Wnght, Saratoga

Representatives of the segments are

Roy T. Brophy, Fair Oaks, appointed by

the Regents of the University of California,
Yvonne W Larsen, San Diego; appointed

by the Cahforma State Board of Education,
Alice Petrossian, Glendale; appownted by

the Board of Govemors of the Califorma
Community Colleges;

Ted J Saenger, San Francisco, appomnted by
the Trustees of the Califorma State Umversity,
Kyh! Smeby, Pasadena, appomted by the
Governor to represent California’s independent
colleges and universities, and

Frank R. Martinez, San Lws Obispo, appomted

by the Council for Private Postsecondary and
Vocational Education,

The two student representatives are:
Stephen Lesher, Meadow Vista
Beverly A. Sandeen, Costa Mesa

Functions of the Commission

The Comnussion is charged by the Legislature and Gov-
emor to “assure the effective utilization of public postsec-
ondary education resources, thereby eliminating waste and
unnecessary duplication, and to promote diversity, innova-
tion, and responsiveness to student and societal needs *

To thus end, the Commussion conducts independent reviews
of matters affecting the 2,600 institutions of postsecondary
education m Califorma, including commumity colleges,
four-year colleges, universities, and profissional and occu-
pational schools.

As an advisory body to the Legislature and Governor, the
Commission does not govemn or administer any mstrtutions,
nor does 1t approve, authorize, or accredit any of them.
Instead, 1t performs its specific duties of planning,
evaluation, and coordination by cooperating with other
State agencies and non-governmental groups that perform
those other governing, administrative, and assessment
functions.

Operation of the Commission

The Commussion holds regular meetings throughout the
year at which 1t debates and takes action on staff studies
and takes positions on proposed legislation affecting
education beyond the high school n Califorma By law,
its meetings are open to the pubhic Requests to speak at a
meeting may be made by wnting the Commission 1n
advance or by subsutting a request before the start of the
mecting.

The Commussion’s day-to-day work is carried out by its
staff in Sacramento, under the guidance of its executive
direcior, Warren Halsey Fox, Ph.D , who 15 appointed by
the Commission

Further mformation about the Comnussion and its publi-
cations may be obtaned from the Commussion offices at
1303 J Street, Sutte 500, Sacramento, California $8514-
2938, telephone (916) 445-7933
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ONE of a senies of reports published by the California Postsecondary Education Commussion as
part of its planming and coordinating responsibilities Single copies may be obtamed without
charge from the Comnussion at 1303 J Street, Fifth Floor, Sacramento, Califorria 95814-2938
Recent reports mclude

Meeting the Challenge Preparing for Long-Term Change in Califorma Higher Education, by Warren
H Fox Report of the Executive Director to the Califorma Postsecondary Educanon Commussion,
August 24, 1992 (August 1992)

Califorma College and University Exchange Programs with Mexico A Staff Report in Response to a
Request from the 1991 United State-Mexico Border Conference on Education {October 1992)

Appropriations in the 1992-93 State Budget for Higher Education A Staff Report to the California
Postsecondary Education Commission  (October 1992)

Legislation Affecting Higher Education During the Second Year of the 1991-92 Session A StaffReport
to the Californta Postsecondary Education Comnussion  (October 1992)

Ehgibility and Parncipation in Califorma’s Public Unmiversitres in the Year 2000 Projections by the
Staff of the California Postsecondary Education Commission {October 1992)

Proposed Construction of Folsom Lake College in the Los Rios Community College District A Report
to the Governor and Legistature in Response to a Reguest from the Chancellor 's Office of the Cahforma
Commumity Colleges (December 1992)

Proposed Construction of the Lompoc Valley Center in the Allan Hancock Joint Community College
District A Report to the Governor and Legislature in Response to a Request from the Chancellor’s
Office of the Califorma Commursty Colleges (December 1992)

Legislative and State Budget Prionties of the Commission, 1993 A Report of the Califorma
Postsecon-dary Education Commssion (February 1993)

Expendttures for Umversity Instruction A Report to the Governor and Legislature in Response to
Supplemental Report Language for the 1991 Budget Act (April 1993)

Faculty Salaries in Califorma’s Public Umversities A Report to the Legislature and the Governor
in Response to Concurrent Resolution No 51 (1965} (Apnl 1993)
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